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GERMAN DEMOCRATIC REPUBLIC 


SED PLFNUM FOCUSES ON IMPROVING AGRICULTURAL PRODUCTION 
West German Analysis 
West Berlin DIW-WOCHENBERICHT in German Vol 48 No 49, 3 Dec 81 pp 575-581 


(Article by Horst Lambreciit, German Institute for Economic Research (DIW), West 
Berlin: "GDR Agriculture: Pressure to Increase Yields in Crop Production.” 
Translations of the addresses to the Third SED Central Committee Plenum by Heinz 
Kuhrig and Johannes Chemnitzer, cited in footnote l, and of the article by Prof 
Ruebensam, cited in footnote 10, follow this analysis. A translation of the inter- 
view with Prof Hans-Joachim Liste, cited in footnote 7, is published as part of a 
report under the heading, "Independence From Grain Imports Seen as Long-Range Goal,” 
in JPRS 78869, 31 Aug 81, No 2166 of this series, pp 16-37] 


[Text] The focal point of the Third SED Central Committee 
Plenum in November 1981 was agriculture. ! As a consequence, 
the discussion of problems concerning the development of 
yields and the organization in this area, which began as early 
as the end of the 1970's, received special attention. Of 
particular urgency is currently the increase in the yield of 
crop production, above all, grain. The reason for this is the 
fact that the GDR depends quite heavily on animal-feed 
imports--grain and albumin concentrates. Grain imports, which 
during the 1970's averaged more than 3 million tons annually, 
ire a strain on the GDR balance of trade with Western indus- 
trial nations, which {s already running a deficit. Conse- 
quently the GDR leadership is pursuing an important goal in 
agricultural policies, a step-by-step reduction in the import 
f grain until it finally--by increasing domestic production-- 
ecomes superfluous. 


+ 


Production Processes in Large Enterprises... 


The agricultural policy of the SED is built on the concept of the socialized, 
industrially producing large-scale enterprise. This goal was realized consistently 
--yes, rigorously. Since it is a matter of fact, the agricultural policy of the 


\R--following land reform and collectivization--has been in its third phase of 
development since the end of the 1960's: the establishment of an industrialized 
agriculture. An important step in this direction was the complete separation of 
crop and animal production. 











At the present time field management in the GDR is concentrated on approximately 
1,200 enterprises,“ the average size of which is around 4,800 hectares. Todav the 
most important enterprises in field management are the specialized agricultural 
producer cooperatives of crop production, the LPG’s (P). In 1980 they cultivated 
nine-tenth of the land operated by cooperatives. The rest had been organized 

into cooperative crop production departments, KAP. The KAP were formed during the 
first half of the 1970's by establishing separate groups for crop production 
within the former LPG's--which were organized according to a well-rounded produc- 
tion program--and they were conducted on the basis of cooperation between enter- 
prises. Later, especially between the years of 1975 and 1979, most of the KAP 
became independent and they were transferred to specialized agricultural producer 
cooperatives. 


The extent of concentration and the tempo of structural changes can be demonstrated 
with the tollowing figures: Whereas in 1955 there were still more than 800,000 
enterprises with an average acreage of § hectares, in 1965 the average size of 
LPG's was 360 hectares, and by 1980 the average size of crop-cultivating enter- 
prises--again--increased more than l3-fold. 


Until recently GDR agrarian politicians proceded accoring to the motto: "The bigger 
the better and the more specialized the better." This belief has apparently been 
shaken. There are more and more indications that the rigorous separation of crop 
and animal production as well as the size of enterprises is now being judged more 
critically. Experiences confirmed that reservations had always been expressed by 
practitioners and scientists: Specialized enterprises did not meet expectations 
with respect to cost-effective production, and cooperation between crop and animal 
production was not functioning adequately. As a consequence, "an improvement in 
the relationship between cost and vield" was pronounced a crucial task iu the new 
Five-Year-Plan. Furthermore, in the meantime agrarian politicians have apparently 
become willing to consider or even implement certain consequences--above all those 
that are of an organizational nature.~ At any rate, it is evident from the course 
of the Third SED Central Committee Plenum in November 1981. The politburo report 
-ontains the following statement: ‘We will now have to examine the results, 
viewing the present and the future to determine what proved to be useful and what 
did not,” it is important to reduce transportation costs, to create closer 
connections between production and the village and to use the advantages of 
"territorial production departments or brigades.” Before the Third SED Central] 
Committee Plenum a few measures and discussions could still be interpreted as a 
slowdown of the industrialization process. Now, however, it seems apparent 

that this process will be stopped--at least temporarily. 


..-Only Insufficient Increases in Yield 


The Development of crop production in the GDR 1s showing a long-term positive 


the so-called gross soil pro- 


trend: I[t applies to soil performance in general 
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duction; but it also applies to most cultivate 
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Dw st 
l. Development of gross soil production in GDR agriculture 
:; , riet 
il] t init 
il gt rduction 
h. eair 
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2 “on a he , P 
) (e] ', . inte 
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ther an ic ed ’ 
TY i] production {s the total of all crop products (original production of 
relat! to the areal unit; it is measured in grain units (GE) and 
ted tn decitons (dt) per hectare of arable soil (LN). The figure increases 
an average of 39.6 decitons of grain units per hectare of arable soil for the 
tween 1956 and 1960 | 9.4 decitons of grain units per hectare of arable 


etween ]97 st 1989. During the course of the second half of the 1970's, 














~wever, the increase in vield in production slowed down somewhat. It is shown 
on the table which lists S-vear averages of gross soil] production. Vhen cnomraring 
the second to the first half of the 1970's, it is evident that the second half 
produced practically no increase in soil performance in GDR agriculture. 


-* 


ee fact that the deve!opment in vield in crop production did not meet expectations 
is evident when one looks at the planned goals of the expired Five-Year-Plan. 
Accordingly the vield per hectare was to be increased to between 46 and 48 decitons 
of grain units by 1980. In reality, last year's production reached 41 decitons of 
grain units, and it was even one of the best harvest'’s in the history of GDR 

‘ 


In addition to the stated trend of a reduced increase in yields, considerable 
fluctuations in yleld between the individual years and enterprises are typical in 
DPF agriculture. This discontinuity and the big differences in yield have been 
problems {n GDR agricultural policies for some time. 


Brutto-Bodenproduttion in der OOR-Landwirtschett 
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Grain 

Potatoes 

Meadows and pastures 

Field animal-feed plants 

Special products and other marketable crops 

Other animal-feed crops 

10. Gross soil production, total (in decitons of grain units per hectare of 
arable soil) 

ll. Share in percentages 

2. Gross soil production, total = 100 
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13. Fruit 

4. Vegetables 
15. Wine 

16. Hop 


17. Tobacco 

18. Hemp-straw 

19. Legumes and oil plants 

20, Sugar beets 

21. In-between crops 

22. Feed root crops 

23. Straw and turnip leaves 

24. Excluding flowers 

25. Ornamental plants 

26. Seeds 

27. 1964 and 1965 excluding corn 

28. Sources: Statistical yearbooks of the GDR; statistical vearbooks of CEMA; 
INTERNATIONALE ZEITSCHRIFT DER LANDWIRTSCHAFT (various years); Horst 
Lambrecht: Agriculture in the GDR before and after its restructure in 
1960. Special edition of the DIW, No 117, 1977; calculations and estimates 
of DIW. 


By far the most important crop production in the DGR is the cultivation of grain. 
The current agricultural area is approximately 2.5 million hectares; grain produc- 
tion takes up 40 percent of the arable area or 53 percent of the farmland; the 
average harvest for the last 5 years (1976-1980) produced slightly more than 9 
million tons of grain and 1.8 million tons of grain units of straw, which means 
that almost 44 percent of the entire crop consisted of grain. 


During the 1970's cultivated areas producing grain increased slightly. There were 
also changes in the composition of grain production itself and, as a matter of 
fact, it has been going on for some time. Whereas earlier rye ranked higher than 
barley and wheat, in the meantime it has slipped to third place. Today barley |! 
the most important vartety of grain cultivated in the GDR, wheat is second. The 
main reason for favoring the growing of barley and wheat is the higher vield 
potential, although the production of rye offers advantages based on its modest 
requirements when it comes to soi{l conditions and climate as well as fertilizers 
and protection from harmful elements, and considering the composition of the 
arable area in the GDR there are certainly locations that require this kind of crop.’ 


At the present time more than 90 percent of the cultivated areas used for growing 
grain produces the three major varieties of grain. Oats can be found today only 
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Between 1958/00 and 1980 total grain production increased by approximately 1.9 
percent annually, primarily because ot the increase in yield per hectare. A con- 
siderable component was the structural change in grain cultivation--change from 
low-yielding grain varieties (rye oats, mixed grain) to high-yielding varieties 
(wheat, barley. ® On the average, however, the yield per hectare stagnated between 
1976 and 1980 when compared to the preceding 5 years. 


After grain the most important positions in crop production go to field animal-feed 
crops, meadows and permanent pastures as well as potatoes. When combined, their 
average for the last 5 years--like grain--amounted to 37 percent of the total of 
gross soil production (see table). Among field animal-feed crops, clover and 
alfalfa as well as green and silo corn carry the heaviest weight. 


There has been a slight long-term increase in the significance of meadows and 
pastures--measured by the gross soil production: Until the middle of the 1970's it 
was the result of an increase in areas, since then the yield per hectare has been 


raised. 


The trend of agricultural policies is to aim at reducing grassland. Practitioners, 
however, are resisting a conversion from grassland to farmland, apparently because 
it requires more labor. Particularly the expansion of sugar beet cultivation has 
been unsuccessful, although the sugar teet is superior to other varieties of crops 
with respect to its nutritional perfornance per hectare and an increase in its 
production is an essential source for the improvement of feed supplies from 
domestic sources. 


Declining Yields... 


A superregional comparison shows that areal productivity in GDR agriculture is 
still below the level which has been reached by the FRG--although prewar yields 
were almost the same. The lag is productivity--based on the figures of gross 

soil production--even increased slightly over a long period of time: In comparison 
to the FRG, the average for the years between 1956 and 1960--which are the 5 years 
preceding tuli collectivization--was 90 percent; the trend was marked by strong 
fluctuations and a gradual decline, and the average for the years between 1976 and 
1980 was only slightly more than °0 percent. Absolute figures put the difference 
in yield at 3.3 decitons of grain units per hectare of arable soil for the years 
between 1956 and 1960, and during the last 5 years the average rose to 7.8 decitons. 


The decline in yields varies a great deal according to the individual crops. Com- 
pared to the FRG, vields for grain were lower by between 10 and l» percent per 
hectare. Potatoes and sugar beets reached prewar results only in a few instances 
--in spite of considerable increases in fertilizer; today's yields per hectare are 
more than one-third helow those in the FRG (cf. table). 


There are various reasons why crops in GDR agriculture yield lower results. In 
part they have existed for a long time; some of them arose at a later date. 

During the 1950's, low yields were primarily attributed to a lack of available 
mineral fertilizers. At the present time, however, the GDR agriculture has at its 
disposal three times as much nitrogen as it did in 1959/60, and the use of phos- 
phoric acid per hectare of arable land is twice as high. Current applications 














of nitrogen exceeds tnose in the FRG by one-fifth. The use of potash and lime has 
always been higher in the GDR than it is in the FRG. By international Standards, 
today's agriculture in the GDR is again highly fertilizer-intensive. 
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14. Meadows and pastures 

15. GDR as a percentage of FRG 

16. Comparable areas; for grain and potatoes 10 percent have been added for 
official harvest estimates 

17. 1964 and 1965 excluding kernel corn in GDR 

18. Value of hay 

19. Beginning with 1969 includes clover grass 

20. FRG: Mangel-wurzel 

21. Converted from green stuff 


oe] 


<<. Sources: K. Merkel: Comparison of sectorial production performance in 
agriculture in both German states. In: FS-ANALYSEN 6/1974; computations 
by DIW based on figures in statistical yearbooks of the GDR, statistical 
yearbooks for food, agriculture and forestry as well as the statistical 
yearbook 1981 for the FRG. 


On the other hand, biological-technical progress in crop cultivation is inadequate. 
It applies in particular to crops like potatoes, which deteriorate easily. In 
cases like this one, the availability of better quality seeds would certainly in- 
crease yields noticeable. Apparently another significant factor is the influence 
on soil performance caused by damages relating to crop rotation.’ 


It must not be underestimated that efforts have been unsuccessful to adhere to the 
most favorable timetable from the agrotechnical point of view with respect to 
planting, cultivation and harvesting in field management. In this connection the 
minister for agriculture mentioned that "a high degree of agronomic discipline" 
must be implemented. 


In part agrotechnically right periods are also missed because of the bad condition 
of agricultural machinery depots. Since the machinery is not serviced and main- 
tained adequately, it is often in need of repair; bottlenecks in the supply of 
replacement parts and in repair capacities frequently prevent repairs from being 
completed on time. 


Furthermore, on account of the collective work arrangement in connection with the 
large-dimensional and highly specialized production units, the GDR agriculture is 
not sufficiently able to adapt the use of labor organizationally to biologically 
limited and weather-related working conditions. Indeed, this economically dis- 
advantageous fact is the drawback of the social goal to improve working and living 
conditions for the rural population (regular working hours and vacation time, 
8-hour day). 


A cause which gaining increasing significance for the unsatisfactory condition in 
yields is the bad composition of the soil, above all, the neglect in the manage- 
ment of humus. It is especially noticeable when it comes to potatoes and sugar 
beets, because they react particularly strongly to defects in soil culture; grain, 
on the other hand, is less demanding in this respect and is still able to produce 
a satisfactory harvest when sufficient commercial fertilizers are added. 


Last but not least, in addition to mistakes in crop rotation, the deterioration of 
the soil can be attributed to the lack of organic fertilizers. This, in turn, is 
in large part a result of the change-over to liquid-manure management and the 

















simultaneous separation of crop and animal production. Many of the valuable 
organic substances, above all straw, are not returned to the soil or, as is the 
case with liquid manure, it is not used sensibiy. Particularly critical is the 
constant accumulation of liquid manure during times of "fast crop growth" in late 
spring or summer and there is not enough space to put it and not enough storage 
facilities are available. The fact that the GDR agriculture has not been able to 
deal with the problems of liquid-manure management has apparently led to a certain 
change of mind: Now large animal facilities are again built on the basis of straw 
manure. 


The importance of soil fertility for increasing crop production has been pointed 

out on various levels in the GDR.11 The enterprises had to prepare "programs for 

the rational use of the soil." Humus management, which has now been rediscovered, 

and the importance of organic fertilization! are now occasionally pictured 

graphically or metaphorically: For instance, frequently the "chain" is mentioned-- 
- 


soil, plant, animal, soil’ and it is emphasized that "an exemplary humus manage- 
—-5 . " 4 ~ " _ 3 7 , " 
ment s the calling card of a good LPG. 


.. Require Animal-Feed Imports 


Of all the primary crops, in other words, the gross soil production in the GDR, in 
recent years approximately two-thirds were used for animal feed. With respect to 
grain, the portion of the available amount used for animal processing products is 
also about two-thirds. The share of potatoes used for feed also fluctuates-- 
depending on the harvest--between one-fourth and one-half of the production. 


Since the number of animals in the GDR is high, i.e. the number of animals in 
relation to the area of arable land--like the FRG--is depends on imports of crop 
products for its agricultural processing industry. More than one-fifth of animal 
feed production is based on imported food."14 A large amount of specific food 
consumption in animal husbandry increases this need for imports.195 Import depen- 
dence exists for feed grain and albumin concentrates, in other words, energy food. 


Grain imports by the GDR developed in the following manner (quantities in annual 
averages): 

--1960 till 1969: 1.85 million tons 

--1970 till 1979: 3.24 aillion tons 

--1976 till 1980: 3.5 million tons 

The highest quantities were 4.8 million (1976) and 4.2 million tons (1980). 


The problem of grain imports for the GDR has become much more pronounced because 
of price increases in recent vears and because of the fact that the GDR can 
acquire these goods only in the West. Consequently animal-feed imports have in 
the meantime developed into a foreign trade problem. In 1980 the value of feed 
grain imports amounted to between 15 and 20 percent of all imports from the West. 
For the economic leadership of the GDR it is apparently a dramatic situation: 


tt 


Today's grain problem ranks in seriousness with the petroleum problem."!6 
Increase in Yield a Key Problem 


"The most effective use of soil and the increase of its fertility" is "one of the 
key questions" for the agriculture of the GDR. "The most crucial point for the 











realization of the economic strategy of the 1980's in agriculture is the increase 
in crop production and especially in animal-feed production. "l7 ssa result, grain 
and animal-feed imports are to be reduced and evertually eliminated. 18 It remains 
questionable, however, whether and how this problem, which is a burden on the GDR 


economy, can be solved. 


According to the directive to the 1981-1985 Five-Year-Plan grain production is to 
amount to at least 10 million tons. The goal is to reach yields of between 39 
and 39.5 decitons per hectare. Compared to the average for the years between 1976 
and 1980, it is an increase cf approximately 10 percent. Larger increases in 
ds per hactare are expected for potatoes (between 14 and 20 percent) and sugar 
s (between 12 and 19 percent). Until 1985 the total yield on crop production 
o rise to between 43.2 and 43.7 decitons of grain units per hectare of arable 
soil. Compared to the average of the last 5 years, it is an increase of between 
9 and i) percent. During the Third SED Central Committee Plenum the figures that 
were mentioned were even higher. Compared to earlier performance projections 

e production goals must even be considered modest. But considering the current 
ititons in GDR agriculture, it will not be easy to reach these goals. 


At anv rate, the prcductivity per acreage envisioned by 1985 will not suffice to 

the GDR independent of grain imports. The extent to which they will succeed 
in reducing this dependence will also depend on a rational animal-feed management, 
i.e. a reduction in the specific feed consumption in animal husbandry. To be 
sure, available reserves are not insignificant, but possibilities for their mobi- 
lization are apparently overestimate’. It is unlikely that animal-feed imports by 
the GDR will be below the level of the 1970's by 1985. 


ey 


/ 


-Orrections in Agricultural Policies? 


In contrast to most socialist countries and according to international standards, 
the agriculture of the GDR produces at a high level, and with respect to the 
quantity of food supplies for the population, the GDR {is certainly on a comparable 
level with Western countries. Nevertheless, the agricultural policy of the GDR 

is currently undergoing an examination. what has become evident so tar is that-- 
especially for foreign-trade policy considerations--the domestic sources as much 

as 3 possible . There is a certain determination, especially for ideological reasons, 
to stick to the goal of establishing an industrialized agriculture. In view of 
increasingly difficult economic conditions during the 1980's and certain functional 
weaknesses in the current production procedures, it has apparently been decided to 
make a few downward adjustments in the realization of these goals and, as a matter 
of fact, at least certain exaggerations will be withdrawn. At the present it is 
not clear whether this will also lead to a revision in current projections about 
the size and degree of specialization of enterprises under "industrialized pro- 
duction methods.” It is also uncertain whether the controversial separation of 
crop and animal production will be relaxed. At any rate, the "territorial pro- 
duction organization" which was brought up for discussion is stil! without outline. 


ievertheless, it is probable that there will not be a return to the agrarian con- 
stitution of the 197 N's, one reason is political credibility. The Farmers Congress 
which has heen scheduled for May 1982 should give additional information about the 
direction of the agricultural policy; originally it was expected that an answer to 
the questions facing agriculture would be supplied during the Tenth Party Congress 
in April 1981. 
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FOOTNOTES 


Cf. especially the politburo report to the Central Committee (Reporter: Erich 
Honecker) and the discusiions contributed by Heinz Kuhrig, minister of agri- 
culture, and Johannes Chemnitzer, first secretary of the District Directorate 
of Neubrandenburg. In: NEUES DEUTSCHLAND, 20 and 21/22 November 1981. 


Excluded are horticulture enterprises as well as those producing fruits and 
vegetables, the total of which is about 300 units. 


"In a few cases the LPG's that were established by us through division are too 
big.” J. Chemnitzer, op. cit., p 10. 


"Assuming similar conditions, yields in crop production fluctuate by approxi- 
mately 10 decitons of grain units per hectare of arable soil." Werner Felfe 
(politburo member in charge of agricultural problems) in NEVES DEUTSCHLAND, 
18 June 1981. 


Horst Lambrecht and Konrad Merkel in cooperation with Wolfgang Steinbeck: 
"Consumption and Production of Agricultural Products in the GDR--Analyses 

and Predictions," published by the FRG minister for food, agriculture and 
forestry in the series LANDWIRTSCHAFT--ANGEWANDTE WISSENSCHAFT [Agriculture-- 
Applied Science], No 240, under the title of "“GDR-Agrarpolitik,” Muenster- 
Hiltrup, 1980. 


Cf. Lambrecht, Merkel, Steinbeck..., op. cit., p 6l. 


In an interview with the LAUSITZER RUNDSCHAU, 18 June 1981, for instance, Prof 
Hans-Joachim Liste, director of the department of Crop Production at the Martin- 
Luther University in Halle-Wittenberg, explained that a "l0-percent increase 

in vield could be achieved for rye alone if crop rotation were applied correctly 
in all areas and if simultaneously all other necessary agricultural measures 
were followed properly." 


Kuhrig commented: "The work day and the work rhythm must be adapted to the 
special conditions of crop and animal production; because it is important to 
carry out the work in the field and in the stable at those times when the 
highest yields and best results are guaranteed. It has always been this way in 
agriculture and it will remain so." Cf. NEUES DEUTSCHLAND, 21/24 November 1981. 


These problems were addressed in detail during the Tenth SED Party Congress; 
cf. NEUES DEUTSCHLAND, 12 and 18/19 April 1981. 


Again and again damage to the soil is also caused by the use of some very 
heavy machinery. Prof Ruebensam, president of the Academy of Agricultural 
Sciences, recently demanded "a decrease in pressure on the soil to reduce 
structural damages to the farmland.” (Cf. BAUERN-ECHO, 6 November 1981, p 6.) 
Minister for Agriculture Kuhrig even suggested that machinery be built which, 
among other things, would "cause less pressure on the soil.” (Cf. NEUES 
DEUTSCHLAND, 21/22 November 1981.) 














ll. General Secretary Honecker and Minister Kuhrig raised this point during the 
last Central Committee Plenum. Also Werner Felfe emphasized the importance 
of this task in the riddle of 1981, cf. NEVES DEUTSCHLAND, 18 June 1981, p 3. 

l2. Of late the advantages of pasture teeding for the raising of cattle has again 
been propagated and wherever circumstances permit, attempts are made to send 
cattle back to the pasture rather than feeding them in the stable. During the 
Tenth Party Congress a warning was sounded to strike the words hay and pasture 
from the vocabulary (cf. NEVES DEUTSCHLAND, 15 April 1981, p 6). During the 
Third Plenum, General Secretary Honecker criticized the backwardness of grass- 
land management: "To date grassland has not been used sufficiently in our 
country. To be sure, a few things have happened in the meantime, but the 
current state is not satisfactory. Many farmers are saying that with respect 
to pasture management and hay production we did better in the past" (NEUES 
DEUTSCHLAND, 20 November 1981, p 5). 


13. Cf. NEUFR WEG. Supplement to No 12, 1981, p 464. NEUES DEUTSCHLAND, 18 June 
1981, p 3 and BERLINER ZFITUNG, 22 June 1981, p 3 


14. Calculations by Konrad Merkel (Technical University, Berlin). "Imported arable 
soil” as a part of the entire food production amounts to between 15 and 20 
percent. 


15. Cf. Lambrecht, Merkel, Steinbeck..., op. cit., p 133. 


16. Cf. NEVES DEUTSCHLAND, 20 November 1981, p 5. Honecker emphasized already 
during the Tenth Party Congress that grain imports and problems of crop pro- 
duction had in the meantime become a question "of the international class 
struggle between socialism and imperialism."’ This statement, which is doubt- 
lessly an accurate assessment on the international level, is certainly not 
only based on hard facts of quantity statistics and foreign-exchange balances 
but als« on considerations and attempts on the part of American agencies to 
use grain as a strategic weapon. 


i7. Werner Felfe. In NEUES DEUTSCHLAND, 18 June 1981, p 3. 


18. See resolution of the Secretariat of the SED Central Committee of 26 May 1981 
(cf. NEVER WEG, supplement to No 12, 1981, p 464). 


Agriculture Minister Kuhrig Address 
East Berlin NEVES DEUTSCHLAND in German 21-22 Nov 81 pp 8, 9 
[Excerpts from address by Heinz Kuhrig, member, SED Central Committee and minister 
of agriculture, forestry and foodstuffs, to Third Plenum of SED Central Committee 
held 19-20 November 1981 in Fast Berlin: ‘'Farmers With an Increasing Contribution 
to the Course of the Main Task") 


[Text] Dear comrades, men and women! 


The report of the politburo presented by Comrade Erich Honecker honors the great 
work that was performed by our cooperative farmers, male and female, and by 


- 

















laborers in agriculture, forestry and in the processing of agricultural products. 
It was presented clearly and comprehensively to indicate what the new, greater 
tasks will be in our realm of responsibility to continue the implementation of the 
policy of the main task in combination with economic and social policies. 


New Initiatives tor the Neceesary Order of Steps 


As toreign trade and toreign policy conditions continue to change, we feel that our 
most important task is to continue unabatedly the stable sunply of food to our 
population, raw materials for industry as well as the realization of our export 
obligations by relying firmly on the alliance between the working class and coop- 
erative farmers and in close cooperation with all areas of our economy. 


In LPG's (agricultural producer cooperatives) and on state farms our cooperative 
farmers and laborers are miking great efforts and putting in good work this fall 
to harvest and process all those things that have grown on the fields and meadows, 
keeping losses at a minimum and assuring a high and an effective animal production. 
By last night's court, 92.7 percent of the sugar beets have been harvested and the 
processing in sugar factories is 1.8 days ahead of schedule. The state plan for 
the supply of animal products has been fulfilled and exceeded in all positions. 

In slaughterhouses and processing plants as well as dairies, male and female 
workers are directing their attention at processing agriculturel raw materials 
ei:fectively to assure a good selection for the supply of our population. In addi- 
tion to the total fulfillment of the plan for raw lumber shipments, forestry 
workers are stockpiling necessary reserves to assure uninterrupted supplies to 
industries during the winter months. Consequently collectives in agriculture, 
forestry and foodstuff industries are involved in a competition, making the most 
effective use of every available day until 31 December to improve the results that 
have been achieved to date by adding every kilogram possible and every mark 
possible. 


Broad Discussions in Cooperatives 


In connection with these efforts, cooperative farmers and laborers as well as all 
other workers in industry and other branches of the economy are discussing the 
goals of the 1982 economic plan and the Five-Year-Plan. The initiatives are 
particularly directed at making the biggest contribution possible to continual 
economic growth. Their suggestions, solutions and measures are designed to guar- 
antee the necessary order of steps to assure continued growth in production and 
effectiveness, beginning with the first day of the new year. The concept also 
includes full utilization of the reserves on private farms of cooperative farmers 
and all other small producers, The idea of the concept is that to a growing degree 
villages are to become self-sufficient with respect to the supply of vegetables 
and fruit. 


Discussions of the plan, which will be continued at major annual meetings, at 
kreis farmers’ conferences and at the Twelfth Farmers Congress, are conducted by 
cooperative farmers, firmly convinced that significant foundations will be created 
and important decisions will be made for the continual development of their agri- 
cultural producer cooperatives. The broad democratic discussions among our 
cooperative farmers and laborers is borne by the responsibility that the goals 











established in these resolutions--above all, the planned yield per hectare on farm 
and pasture lands--are concerned with the planned state supply of cattle, milk and 
eges, while reducing and eventually replacing grain imports, as well as with the 
supply of raw lumber as contained in the plan. It is also recognized that these 
tasks are of a high priority in the political and economic realm. At the sz/se time, 
farmers are aware of the main problem, which is self-sufficiency with respec’ to 

the necessary animal feed and its most effective use. 


With this in mind, the discussions of the plan are concentrating on the idea how 
the production of crops and animals can be increased per hectare while simulta- 
neously reducing costs and efforts and using all the advantages of the socialist 
production system in agriculture, fully unfolding them and intensifying them and 
introducing further steps for the industrialization of production methods to reach 
the highest international level under comparable conditions. Even in agriculture 
this means that the economic strategy of the party must be realized consistently 
in all LPG'’s and on all state farms and that all aspects of scientific-technical 
progress must be fully applied. 


In this respect, as was pointed out by our general secretary in his report, it 

is of great importance that still existing differences in levels of yield, perfor- 
mance and effectiveness be overcome systematically to form one of the most essen- 
tial reserves. It is evident that the measures which have been introduced to date 
for overcoming the unjustified differences must be applied much more consistently. 
LPG's and state farms must be given instructions and support by the ministry, by 
bezirk and kreis councils to deal with more specific and concrete needs of respec- 
tive LPG's. Above all, a more exact investigation is needed to determine why some 
LPG's achieve high, stable and rising performance levels and a steadily improving 
relationship between expenditures and results, while others are below the average. 


What LPG's With Stable Yields Demonstrate to Others 


LPG's and state farms that have shown mary years of high and stable yields are 
passing on their experiences, emphasizing the fact that the most important thing 
is the utilization of every square meter of farm and grassland as well as the 
application of a great varietv of measures to increase the fertility of the soil, 
aided in particular by a significant increase in the supply of organic substances 
to the soil. Furthermore, high agronomic discipline must be applied everywhere. 
In the process it has been proven again and again that the key to success is the 
complex and balanced application of these measures. 


In animal production the emphasis, above all, is on those universal experiences 
which guarantee high productivity in breeding and feeding, in milk and egg pro- 
duction with domestically produced animal feed, which contribute to the rational 
use of these feed as well as the meticulous care and maintenance of animals and 
which are aimed at implementing material and moral interests. At the same time, 
the firm principle must be followed of maintaining a stable and high number of 
animals as an essential guarantee for continued growth in animal production. 


Cooperative farmers and laborers that handle the soil and things that grow with 
great care in these LPG's and on state farms and have seen vears of stable economic 
growth, are just as careful when it comes to the handling of basic assets and 














material-technical means. It applies to the masterful operation as well as 
exemplary maintenance, care and application of technology in the interest of its 
extensive usefulness and life expectancy, the optimization of all labor, above 
all, transportation to save diesel fuel, as well as the most effective use of 
fertilizers, pesticides and herbicides and all other materials on the basis of 
the highest values and latest scientific findings. The same purpose will be 
served by realizing the task of building machinery and equipment that will use 
less fuel and energy; they will be lighter, corresponding to our specifications, 
cause less pressure on the soil and manifest a higher degree of standardization 
reducing, particularly, the cost of replacement parts. 


Combining Science With Experience 


Productive LPG's and state farms are also distinguishing themselves by combining 

the application of scientific-technical progress with the preservation and strength- 
ening of all those factors that stood the test over many years and by changing 

those things that are of no advantage or do not suit conditions, adapting them to 
current needs by using common sense. 


Another reason why a few LPG's show an inadequate performance level is the fact 
that grassland is not utilized intensively. To exhaust this potential fully, it 
will be necessary to realize an entire complex of measures, beginning with continu- 
ing improvements in preflood and groundwater conditions by using ameliorative 
conditions that are as simple as possible, particularly the careful maintenance of 
existing amelioration equipment; furthermore, there should be a regular renewal of 
grassland by using grass mixtures that will produce the best results for its 
particular location, and there should be sufficient fertilization and appropriate 
care. Finally, harvest dates should be arranged consistently in keeping with the 
most favorable time for nutritional substances, while making maximal use of pastures 
and meeting the needs of hay production. 


In keeping with the GDR standard, we have set the goal of using an additional 120,000 
hectares of grassland for pastures. It will take place in those LPG's and on those 
state farms that have an opportunity of producing at least 5 decitons of hay per 

year for each head of cattle. 


We also feel that we ave an obligation to make advanced LPG's even more productive. 
As a result, the increase in their experience can have an effective influence on 

the total level of vields and performance. We in the ministry will put at the 
disposal of bhezirks he hest values and most recent data in accordance with GDR 
Standards and pass on experiences that will show how they can be attained. The 
solution of these tasks also demands greater contributions from the agrarian science. 
As a result, jointly with the Academy of Agricultural Sciences stiffer requirements 
were instituted for research and development projects. 


To overcome the unjustifted differences, it is also important to introduce such 
questions for clarffication to LPG's, for instance, there is the problem of quali- 
fication when {it comes to cadres; the overall shortage of workers and certain 
specialists, the temporary or permanent delegation of experienced management cadres, 
the improvement of working and living conditions or the improvement of technical 
equipment depending on specific circumstances. 
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s Cultivate 86 Percent of Acregge 


ehen considering all these tasks, cooperative farmers have an extraordinary 
responsibility. In accordance with Comrade Erich Honecker’s recent demand, we 
will use all our strength and make even greater efforts to develop the potentials 
of the cooperative farmers class, to use their solid training and eager willing- 
ness to go into action much more extensively for social development and an increase 
in production. These requirements arise from the fact that cooperative farmers and 
laborers who are working in LPG's, GPG's [horticultural procucer cooperatives] and 
their cooperative establishments--who altogether make up 85 percent of all perma- 
nent employees in agriculture--are and will remain the main producers of agri- 
iltural products, responsible for 86 percent of the arable soil in the GDR, 86 
percent ot the cattle in socialist enterprises, 80 percent of the basic assets in 
agriculture as well as 95 percent of the state output of crops and 77 percent of 
animal products. Accordingly, further consolidation of the class of cooperative 
farmers and cooperative property requires that the cooperative output be reproduced 
13 much as possible within the LPG itself and that 90 percent of the investments 
that are at the disposal of bezirk and kreis councils be realized within the LPG's. 


while carrying out these investments during the process of rationalization, we are 
aiming at the creation of prerequisites and technological improvements of those 
processes that will bring the biggest increase in production and effectiveness. 

By applying these measures and shortening our construction periods, we are currently 
reexamining all investment projects jointly with bezirk and kreis councils. All 
released investment capacities, including those which are available because of the 
liecontinuation of large facilities, will be used by concentrating on reducing 
losses during the storage of organic and mineral fertilizers, the conservation of 
stlage, hay and for the application of technology. 


In combination with other economic branches, particularly machine building, our 
efforts are also directed at finding solutions for those work processes which are 
of special importance for the use of our reserves: for the production of hay, 

the mechanization of hillsides and barren grassland, the mechanization of stables 
as well as the substitution of crude brown coal and city gas for heating oil and 
the use of alternative exergy sources. In addition we are doubling the production 
of rationalized measures in our own domain. 


The continuing consolidation of the cooperative farmers class is also served by a 
more suitable delineation of the cooperative distribution and performance principle, 
especially the consistent implementation of compensation according to yield and 
performance. We will spare no effort in the interest of achieving the projected 
increase in performance and decrease in cost. The workday and the work rhythm 

must be adapted to the specific conditions of crop and animal production, because 

it is important to carry out the work in the field and in the stable during those 
times that guarantee the highest yield and best performance. 


In agriculture it has always been this way and it will remain so. In the long run, 
technology, general scitentific-v echnical progress and good labor organization will 
reduce the differences when compared to industrial work step-by-step, but the 
peculiarities of production under the open sky and with living organisms will 
remain. 

















These are some of the questions which we are preparing for the Twelfth Farmers 
Congress in accordance with the tasks which were presented here by our genera! 
secretary in his report. It will also be a guarantee that the LPG's and the 
cooperative farmers class are and will remain an unalterable component of the 
socialist society in the GDR. It will consolidate what has already been achieved 
and create additional conditions for the developmnnt of productive forces and pro- 
duction circumstances in the country, as they arise from current requirements. 


In this connection and based on experiences in recent years, the -entral question 
is still how the initiatives of all farmers can be better mobilized, by increasing 
cooperation between crop and animal production and, above all, more effective 

work by cooperative councils to utilize more comprehensively the production 
opportunities of their LPG's and the total strength of the village in the unified 
reproduction process of the field and animal industry. 


AS a consequence we have nace {* our task to implement more strictly much measures 
as, tor instance: 


--shortening transportation routes and simultaneously reducing the consumption of 
fuel by supplying animals with food from the immediate surroundings of the village 
and using all opportunities of putting cattle out on pastures or 


--the organization of production in territorial departments and brigades whose 
members are tor the most part from the village where the fields and stables of these 
collectives are, which also provides better conditions for using the labor force 

of the village more effectively and to the mutual advantage of the field and animal 
industry. 


Firm Ties to Village and Soil 


All these thoughts are intended to make the tie stronger between farmers and their 
soil, their animals and their village and to get them to put in more effort to in- 
crease the yield and performance in the field and in the stable at the lowest cost 
and consumption of production. 


We will work in close cooperation with cooperative farmers and workers and use all 
our energies for the continual realization of the resolutions of the Tenth Party 
Congress to fulfill our tasks even under changed economic conditions. 


Chemnitzer Discusses Organizational Chinges 
Fast Berlin NFEUFS DE'MTSCHLAND {n German 21-22 Nov 81 pp 9, 10 


[Excerpts from address by Johannes Chemnitzer, member, SED Central Committee and 
first secretary, SED Neubrandenburg Bezirk Management, to Third Plenum of SED 
Central Committee held 19-20 November 1981 in Fast Berlin: “Assuring Supply from 
Our Own Agricultural Production"] 
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| Text Dear comrades, men and women! 


I feel exactly like the speakers who preceded me: Comrade Erich Honecker, our 
general secretary, gave us clear instructions pointing directly to the goal as to 
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the resolutions of the Tenth Party Congress can be further realized under the 


néitions that have developed. I would like to indicate my coyplete agreement 
J7 fe 


im and the report bw Comrade Gerhard Schuerer. 


in our bezirk party organization there will certainly be nobody who will 


treat lightly the tasks that are before us. They will require even more spirit 
and strength trom our party members and from all workers, of whom we can say that 


responded to the requirements of the Tenth Party Congress responsibly. 


¥3 to the massive work by our party organization, the wor! :rs° understarding 
ur policy has deepened during the months since the Tenth Party Congress. They 


Lize that it is really not easy to steer things politically in a manner which 
ll result in further tmprovements of living conditions, considering the conditions 
create! hy the dangerous trends in the international situation and the over-all 
torefen-trade changes. Not long ago a toreign guest from an impertfalist country 
told us: Your present reality is the future we are striving for.--Naturally, some- 
fhing lise that strengthens the socialist convictions of our working people 
IS 1.Ve 
idership Activities by Part eared to Uncover Productivity Reserves 


the final weeks ct 1931, the work is being done willingly and sacrificitally 
irpass the planned tasks. All our experiences in social and economic develop- 


eut are such that {t will be possible to fulfill the tasks for 1982 and till 19385, 


. 


#@ concentrate our political leadership activities more intensively on the large 


ductivity reserves, which includes our party organization's willingness to fight, 


in organizations. 


reativity of workers and their political and professional training and moral. 


ences in performance, which still exis*, indicate to us that the level of 
ty work and of the political effectiveness of every communist is to be continu- 
increased. We are making new, higher demands on the political-ideological 


re, laboring intensively toward the fulfillment and new preparations of compet i- 


programs in enterprises and cooperatives and toward battle programs in the 
Naturally, we feel that agriculture is of crucial importance 
this respect, as are higher and more stable yields in field and stable, and the 


fort to exhaust al! reserves of performance and effectiveness in agriculture. 


in report to the party leadership that the dialog concerning fundamental questions 


| 


ur domestic and foreign policy, which followed the Tenth Party Congress and the 
t : : 


munal elections, expresses the deep relationship of trust that exists between 


the 
e 
, 
y 
‘ 
“¢ 


he 
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fhe 


party and the people in our bezirk as well. In view of the criminal and 
ulsive U.S. war policy, the counterrevolutionary events {n Poland and many new 
lens, our citizens are moving closer together, emphasizing their feeling of 
urity in socialism without existential fears. There {s much discussion about 
‘omplicated tasks and difficulties, especially in the economy, and the dis- 
fons are heated and fierce but they are responsible and sensible. Here and 
re many doubts remain as well and the ways of solving the problems are not alwavs 


mn concretely. As a consequence, the political-ideological work of the party 


; 
i» 


t be intensified. Today one can feel everywhere that expressions like political 


wer of the working class, friendship with the Soviet Union cannot be used lightly, 


nf 


in view of the circumstances in Poland there is a deeper understanding of these 




















concepts. The enemy could not realize his intention to gain an ideological foot- 
hold in our country. Whatever happens in Poland because of the counterrevolution 

lsive and pitiful that, as a result, our population appreciates and 
guards the political values and accomplishments of socialism even more. The 
ideological struggle has become more concrete. It is gratifying to see the high 
sociological level of discussicns among our comrades. At the same time we are 
ssing large reserves by recruiting all party members for the struggle. 


seems so repu 


Many Good Initiatives to Replace Grain Imports 


The most recent politburo resolutions concerning agriculture led to new ef orts 
in party and worker collectives. Agriculture is facing a new consistency with 
respect to efforts to guarentee the supply of food for the population from a 
domestically rising agrarian production and the improvement of the relationship 
between cost and result. he tasks in grain and animal-feed industries, in animal 
oroduction and investment undertakings affect all areas of this economic branch, 
which {s the most important one in our bezirk. We do not understand them from the 
economic aspect onlv; they require comprehensive sociological activities. Some 
thought at first that a comprehensive correction in our agricultural policy could 
be derived from it. thers acted as if nothing has changed. After all, the idea 
f no compromise with respect to avoiding grain imports had not yet been fully 
pted everywhere. Broad and penetrating discussions are in progress to deal 
vith the tasks, and the great number of good solutions is encouraging dealing with 


the replacement of grain imports in 1985. 


The immediate tasks for 1981/8. till the next harvest are complicated. 


According to our bezirk standard, we were able to supply 105 percent of course 
feed and /3 percent of concentra*ed animal feed. The most decisive factor is the 
increase in vields. During the next few months, however, there is nothing left 
to be harvested, therefore we can only use existing figures. The creating of 
stable foundations in all kreise and cooperatives will demand our complete atten- 
litical leadership activities. 
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urrent responsible attitude toward the new tasks as well as the course and 
the results of agricult ‘y work since the Tenth Party Congress show that cooper- 
ative farms are meeting th? challenges of the 1989's. In addition to conceptual 
evaluations ot the Tenth Party Congress, the bezirk managerent oriented it 
efforts especially toward dafly tasks. Many decisions in agriculture are based 


on the qualit f work, punctuality, keeping agrotechnical deadlines, full use 
Vegetation periods. This vear, the work of planting, cultivating and harvestin; 
wert {derablv better. The vieldse for summer crops were higher. More was d 

to improve sotl tertility. Crops that were planted in the fall look well, and 
wherever the planting process has not yet been concluded, we took a thorough look 
t find out re ns that had subfective causes. 

he increase in ytelds as a political battle and task does no longer allow that 
we accept even one [nstance of a missed deadline or reduction in quality, even if 
fe involve miy 1] hectare. e will be absolutely uncompromising when it comes 


to the realization of these urgent factors that determine the vield and which are 
easily influenced. They represent the quickest path to transform natural forces 














sucn as solar energy and water, into sources of high energy and foodstuff. In our 
opinion, one cause for unsatisfactory yields when it comes to potatoes, for instance, 
is the fact that they do not survive the entire growing season. Expenditures are 
high for planting and tending, and at a time when they should still be growing 

they have withered and have been killed by the danger of diseases. Certainly, all 
these questions will have to be analyzed in a much more complex manner in conjunc- 
tion with scientific data. 


Kecause of broad progress we are justified to be more critical of failures that 
occur. In most collectives successful efforts have strengthened self-confidence 
and optimism. Again and again, we receive confirmation that the workers themselves 
are our largest reserve of productive power or, to put it better, their great 
Strength can always be fully tapped through qualified ideological work and leader- 
Shi; provided by state-economic agencies. 


‘tewing the Present and the Future to Determine What Has Stood the Test of Time 


the opinion of the political leadership of our bezirk management, the following 
juestions must receive priority when it comes to the fulfillment of agricultural 
tas«s: First of all, there are many tasks dealing with organization in production 
to achieve high, stable yields in field and stable. Planting conditions will have 

he changed, the teeding regimen and the organic fertilizer industry will have 
to be improved. Higher life expectancy and maintenance of technology must be 
guaranteed. The basic direction of additional investments is to be realized. We 
16° working on longer-term measures of soil fertility and paying attention to 
veryday farmland cultivation, orderliness and cleanliness. In addition to already 
existing treatises, it is necessary to generalize practical experiences, to weigh 
them and assess them scientifically; in Comrade Erich Honecker's words, we have 

view the present and the future to determine what has stood the test of time 
nd what must be improved to assure that the basic concept of the politburo 
resolutions is fulfilled economically favorably everywhere, even by the last work 
ollective. We realize that everything must be oriented toward che goal of 
‘uaranteeing absolutely tne recently established goals of plans and competitions 
nd beyond that to maximize increases in yields. 


must be continued. Not all enterp ises have developed a politically firm attitude, 
according to which requirements that affect society in general take precedence over 
the interests of the enterprise. When we talk about effectiveness, it is under- 
stood that we mean economic effectiveness. In animal production, chairmen are 
iscussing this problem openly; economy leads to hog raising, ideology forces us 

to engage in milk production. Because the soil can no longer be increased and 
inimal feed can no longer be imported, the intensive use of every square meter 
receives new significance. 





econd, ideological clarifications concerning the intengification of agriculture 


nat is necessary now is persistent, concrete work to save labor wherever possible, 
r instance, through optimization of transportation, better maintenance and 
technical means. Labor its reduced all too quickly when it is supposed to produce 
many results. Economic rules alone do not guarantee the maximal use of each 
are of soil. Disciplined management must be supported even more through active 
ideological work by the party leadership and by party organizations. 


re 








Managable Territorial Units 


Particularly in 1982 we will concentrate even heavier on questions of intensifica- 
tion as part of the socialist competition and the effective application of the 
performance principle. Performance comparisons between kreise and enterprises 

show that there are great differences in the performance level. The concrete 
demonstration, particularly the emphasis on management causes, is an important moral 
motivation to exhaust the reserves more effectively. But even the best are required 
to improve their performance level. 


Third: Many experiences point to the fact that the improvement in economic work 
and in firm management is a significant performance reserve. Particularly after 
the Tenth Party Congress we invested a lot of energy to reduce production units 
which had grown too big to a more manageable size so that they could be run more 
easily: They were impeding the rational use of labor power and technology and 
causing high expenditures and transportation costs. Many LPG's were divided into 
relatively independent territorial production units with their own assets and own 
plans. In the process a far-reaching agreement was reached between the prolifera- 
tion and organization of crop and animal production. In a few cases we divided 
LPG's that were too big. We generalized exampl.s such as the LPG's of Demmin, 
Wesenberg and Breesen, and there are many others that prove the same thing: The 
establishment of territorial departments with a firm structure for planting and 
crop rotation in crop p.oduction LPG's led to a more complex management of problems 
which they had in common with animal production. 





The department collectives are responsible for the soil, the technology and--which 
is particularly important--the supply of feed for the animals. The transportation 
cost for animal feed was reduced. The farmers could again grow their beets in 
their own village and reach them on foot. Their interest in the soil and in yields 
has grown. The areas of responsibility are clearly defined. The performance 
principle, in particular the idea that cadres are compensated in accordance with 
their performance, can be realized more constructively. Better conditions have 
come into existence for the rights and duties contained in the statute and in 
company regulations and also for the socialist democracy. 


Production Cooperation Partners Make Daily Decisions 


Originally we wanted to solve these company management questions by the end of 
this year. But many things are more diffictlt in practice, and greater and more 
specific cooperation hy cooperative farmers is producing better and better solutions. 


Fourth: In our opinion, another important task is the consolidation of the agri- 
cultural reproduction process, which in the course of history has become an organic 
union--particularly the interaction between crop and animal production. Yesterday 
Comrade Erich Honecker, our general secretary, stated that our greatest reserve is 
to support evervthing that is suitable for bringing the partners closer together. 


Thousands of economic and naturally limited processes require daily operative 
directives and joint decisions. In addition to the complexity of the animal-feed 
industry, most of the LPG's in our bezirk, for instance, must manage organic 
fertilizers mre efficiently. The use of animal feed and the loss of animals cannot 











be handled on a strictly specialized basis. A decisive factor is the universal 
regard for the natural and economic intertwinement, the union between soil, plant 
and animal. 


Relying on Experiences by Farmers 


Agriculture deals with living organisms. The soil cannot be handled like a work- 
piece. Therefore permanence among cooperative farmers is so important. We have 
impressed on our party organizations the importance of the political-ideological 
task of making the production and life experiences of cooperative farmers so 
versatile that all natural requirements for yields are fulfilled. 


No doubt, production cooperation councils are working very hard, but it is 
difficult to solve all these problems in a forum that meets once or twice a month, 
although they have a few commissions. We obligated the chairmen of crop and 
animal LPG's to discuss in person, daily or every other day, all tasks in their 
production decisions together. For many it has been understood for a long time. 
They said that they could not even imagine a good organization in production that 
would handle it any other way. Others, however, particularly in those areas where 
many arguments about animal feed occur, avoid one another for days and weeks. 


In Demnin, the LPG which has already been mentioned, the managers of the territorial 
departments even meet with the area managers of animal production. In our opinion 
it is very important--building on the existing territorial structures--to have the 
closest connections on all levels, beginning with the executive committee, ex- 
tending to the department and the brigade and reaching to the work collective in 

the field and in the stable. Particularly the preparation of animal-feed programs 
makes communication mandatory, not only between executive committee members but 

also between the smallest collectives for the discussions of all conditions. 
Finally, it is important that animals receive not only the most suitable food but 
also such food that was transported over the shortest distance. 


We consulted with the comrades of the kreis management to determine iow the forms 
of party work can better serve the interaction between crop and animal production 
within the basic organizations of crop production paryy groups, and in a few cases 
department party organizations are working analogously with territorial departments 
and production brigades. Joint active meetings of all party organizations of a 
production cooperation are a proven method, particularly when campaigns are being 
prepared. 


Now even permanent party groups in both areas are moving closer together. I am in 
favor of supporting the efforts of a number of basic organizations and of organizing 
circles of party instruction in conjunction with the comrades living in the village. 
We want to place more attention on all those experiences that will be instrumental 
in guaranteeing uniform actions by all party members within the party organization 
of the village. 


Some time ago, when we presented our report to the 1978 politburo, Comrade Erich 
Honecker already pointed out that more political understanding should be created 
for the fact that the cooperative farmers class, which will continue to develop 

for decades to come, will completely realize its social role. Our farmers are very 











appreciative of the revolutionary changes that completely transformed the village. 
Nevertheless, all these things did not do away with the rural life but improved 
and enriched it. Actually, it only created the foundation for the idea that the 
farmer is indeed realizing himself as a farmer. It is a great historic fact that 
the cooperative farmers class in our country stands imperturbably and reliably 

at the side of the labor class, sharing the political power in our socialist state. 


Of course, such qualitative social development requires that our leadership cadres, 
for instance, the chairmen of the LPG's do justice to thss political significance. 


The stabilization of the labor force in many LPG's is the most important condition 
tor the intensification. There are too few mechanics and animal caretakers. But 
the issue is not only workers, It is also the social role and continual develop- 
ment of the cooperative farmers class. In many cases it is a joy to experience 
the harmony of the class alliance between laborers and cooperative farmers. Wher- 
ever it functions, production is also in good shape. 


Active Intellectual Life in Villages 


The intellectual-cultural life in the villages and towns of our bezirk is receiving 
a new impetus, above all, because of the preparations for the Nineteenth Workers 
Festival. We want to show that the socialist developmnnt produced profound changes 
in the lifestyle of the people in the country, that a rich intellectual climate 

has developed, improving economic performance and increasing the level of the 
cultural life. 


In most communities and LPG's people work according to annual cultural plans and 
the economic competition is combined with elaborate cultural and educational plans. 
The initiatives extend from improving the work environment to beautifying residen- 
tial areas, from encouraging cultural creations by the people to exposing them to 
works of art and liter: .ure. We place special importance on good work by village 
clubs, youth clubs and central clut councils, who promote the social life in the 
village in conjunction with state and company management. 


I am convinced that our basic organizations, all bezirk party organizations have 
sufficient fighting strength to master the tasks that have been established here 

at the Central Committee Planum. In preparation for the party elections there 

are many possibilities to continue their development and to check them. The bezirk 
party organization will do everything to fulfill the resolutions of our party 
leadership in a disciplined manner. 


Agricultural Academy Research Discussed 
East Berlin BAUERN-ECHO in German 6 Nov 81 p 6 
\Excerpts from address by Prof Dr Erich Ruebensam, president, Academy of Agricul- 
tural Sciences, to anniversary meeting of academy in East Berlin: ‘Research Tasks 
for the 1980's" ] 
[Text] Our anniversary is a worthy and binding occasion to look back over 30 years 


of development and work by our socialist academy, and at the same time it is a pre- 
view of the path that has been placed before us by the Tenth SED Party Congress. 














The words of Comrade Erich Honeckxer, general secretary of the SED Central Committee 
and Chairman, Council of State, are our special guiding principle: Safeguarding 
what has been accomplished in material and cultural areas as well as increasing 

it cequires a rise in economic performance that must be greater than ever before. 
With this in mind, the creative activity of our workers, their qualified work and 
their initiative are as much in demand as is a significant upswing in science and 
technology, the accomplishments of which are penetrating the economy of our country 


more and more and which must place our economy an a new foundation.” 
Fightvy New Grain Varieties 


During the past 30 years revolutionary changes have taken place in our agriculture 
which are without precedent in German history. The work and life of farmers and 

ail workers have changed radically. The results of agricultural research contrib- 
uted in many ways to this revolutionary transformation as well as to the accompa- 
nying increase in production, work productivity and effectiveness, and these results 
are more and more becoming a decisive prerequisite for economic and social progress 
in the country. 


A significant contribution to the development of yields in crop production and the 
performance in animal production were made by the results in crop cultivation and 
animal breeding as well as research in these areas. In crop cultivation it has 
manifested itself by the creation of 580 varieties, which are the result of 30 years 
of socialist cooperation, using the facilities of the academy, the seed and crop 
VVE [association of state enterprises! and higher education. Among them are 80 new 
grain varieties that have contributed significantly to the increase in the yield 
potential. The improvement in the characteristics of these grain varieties made it 
possible to increase the effective yield potentials between 1960 and 1980; field 
experiments showed the following results: Winter wheat increased by 35 percent, 
winter barley bv 50 percent and summer barley by 70 percent. 


In animal breeding, the process of changing black-spotted cattle into black-spotted 


fairy cattle, which was begun in the CDR in 1970--based on scientific findings by 
the Academy of Agricultural Sciences, the Animal Breeding VVD, university depart- 
ments and practicioners--{1s continuing according to plans. In 1980 the proportion 
f black-spotted dairy cattle as a share of the entire population reached almost 
+ percent. The performance results clearly show the superiority of black-spotted 


dairy cattle when compared to black-espotted cattle. The mild quantity is somewhere 
between 10 and 15 percent. The albumin and milkfat content is between 30 and 25 
percent higher for each category. 


To regulate propagation results in hog production, a complete system of biotechnical 
procedures was developed for practical use. These procedures have had a positive 
effect on the continuity of production as well as the creation of favorable working 
conditions. 


T 


n animal-teeding research new principles were prepared for energetic feed evalua- 
tions, serving as a basis for the GDR feed evaluation system which forms the founda- 
tion for the creation of an effective animal-feed economy as well as for objectivism 
in relationships between crop and animal production as it relates to the feed 
industry. Research work dealing with the albumin metabolism led to a more rational 











use of albumin-feed products and an improvement in the supply of albumin for 
agricultural domestic animals. It includes the optimal use of NPN [nonprotein 
nitrogen] compounds and the evaluation of albumin sources of microbiological origin, 
to use all available resources for meeting the albumin need. Periodically prepared 
feeding regime for cattle and hogs contain complex results to meet the need in 
animal feed in a form that is ready for use. Among other things, they contain 
recommendations, tor instance, how in practice the use of grain can be lowered in 
cattle feeding. 

In veterinary medicine institutes more than 100 veterinary preparations were devel- 
oped and are ready for use. Their application, ig combination with other prophy- 
lactic measures, made it possible to eliminate or prevent several contagious 
diseases or reduce their effect to a considerable degree. At one time these dis- 
eases had devastating economic consequences. 


Although we are not able to list them within this framework, the mentioned examples 
nave shown etfective results in practice and produced significant accomplishments 
based on tundamental research in our facilities and by our production cooperation 
partners and to an increasing extent, above all, through joint measures with 
collectives of the Academy of Agricultural Sciences and universities. 


Last but not least, the level of scientific work, the certainty and the reliability 
of the results as well as the immed.ate and broad application in practice depend on 
how close science and production are connected to one another. We perfected proven 
ways, such as support bases, consultation enterprises and breeding teams, and 
established new ways, such as the joint management of competition in research and 
production collectives. We can only name a few examples of those that are repre- 
sentative of the great number of practical combinations or agreements which were 
made for their planned realization. Jointly established tasks are pursved by the 
agrarian-industrial associations of Wanzleben, Querfurt, Berlstedt and Pehrbellin, 
as well as additional LPG's and state farms, combines and enterprises in agricul- 
tural machinery construction, agricultural equipment construction and chemistry 

as well as the council of the Neubrandenburg bezirk. 


we have a clear concept available tor our work, which is the economic strategy for 
the 1980's issued by the Tenth Party Congress. It contains the tasks for increasing 
the economic performance in agricultural, forestry and foodstuff industries. 


Ihe first priority ts to think over all areas in a more profound manner and ¢t 


come up with more precise ideas as to what new demands can be derived from ..ie 
changed reproduction conditions of our economy, how an increase in production can 
be accomplished with the available assets and labor force and how our research 
results can be made eftective under the concrete social conditions of development: 
Nore Eftective Use of Fnergy 

Important points that must be emphasized: 


-Cpportunities for the conservation and more effective use of energy as well as 
the search tor unconventional sources of energy. 











--All production procedures are to be arranged in such a manner that a more 
favorable relationship between cost and result is achieved. A decisive factor is 
a more consistent effort to make the increase and stabilization of yields and 
performance the local point. Reciprocation witi: the development of new technology 
and equipment is to lead to a more comprehensive use of opportunities for the 
reliable management of important processes, savings in labor and materials as well 
as reductions in losses, particularly through the use of microelectronics. In the 
process greater emphasis must be placed on the following: 

--in field management the guaranteed use of technology, particularly during un- 
tavorable weather, must be increased and structural damages to farmland must be 
reduced by lessening the pressure on the soil. 

--In animal production possible investments must be used in such a manner that the 
least possible investments must be used in such a manner that the least possible 
cost will create a maximal number of animal spaces with improved maintenance and 
working conditions and lead to the comprehensive use of rat'onalization. 


--To improve the fertility of the soil, complex procedures must be further developed 
with the differences according to location in mind, and the programming of yields 
is to be expanded step-by-step. Of primary importance is finding ways to increase 
the reproduction of organic substances for all types of arable soil, particularly 
the effective production, processing, storage and application of all suitable 
organic substances in close interaction with production cooperation partners in 
crop and animal production as well as the distribution of crop and animal produc- 
tion to various locations. In the process it will be possible to create step-by- 
step a balanced relationship between the reporduction needs of the farmland and the 
special needs of all locations. In those areas that show the biggest deficits, 

the cultivation of animal-feed crops is to be encouraged to increase the humus 
content, and also the number of cattle is to be raised. 


Tasks of far-reaching preliminary studies that are to be attacked are the increased 
use of microbial N-compounds and the P-mobilization in accordance with our abilities. 


Loss Reduction Strengthens Animal-Feed Assets. 


--Because of the strategic importance, greater «fforts will have to be made with 
respect to the discovery and use of additional pussibilities for increasing anima]- 
feed production, which comprises approximately 70 percent of the eniire crop produc- 
tion, and a more effective use of all animal-feed products. It applies to all col- 
lectives and facilities that are involved in these complex problems, and there are 
only a few exceptions, because every measure intended for an increase in yieid and 
quality and a reduction in losses also strengthens animal-feed assets. Particularly 
in these areas, special importance will have to be accorded to the broader applica- 
tion of existing findings and experiences. 














HUNGARY 


REGULATORS VIEWED AS HELPING DEFEAT ECONOMIC PROGRESS 
Budapest “USZAKI ELET in Hungarian 13 Nov 81 p 7 


Text] "In soctalism, tco," wrote Academician Jozsef Bognar in 1966, "the 
economic leader must have creative and associative aptitude. He must make 
decisions quickly and boldly, be circumspect in risk-taking and prepared to 
accept responsibility tor judgments and decisions. It is hoped that the 

new economic mechanism which provides opportunity for creativity to unfold 
will simultaneously teach and compel risk-taking and assumption of responsi- 
bility.” Before we confront Jozsef Bognar's thoughts with today's reality, 
let us detour a bit. What is the connection between managerial independence 
and responsibility? In what areas mav the manager, alone, make decisions, 
and to what extent do the consequences of his actions affect him directly? 


There are numerous examples of Western firms firing leaders in time of crisis 
without batting an evelash. The VW crisis of a few years ago was followed by 
the departure of company leaders; the same scenario was enacted at the AEG 
concern when it was on the verge of bankruptcy. When the Olivetti firm had a 
$100 million loss in 1978, its first act was to replace the leaders. The 

new leader, Carlo de Benedetti, was granted unrestricted authority: in 1980, 
trade picked up by 20 percent, and the $100 million loss became a million 
dollar profit. 


Our goal is likewise to operate the means of production efficiently, to attain 
maximum profit. The difference is that the majority rather than a chosen few 
profit from the Income. 


Our present managers see this clearly today. However, they also know that 
socialism has vet to solve the dilemna of reconciling full employment with 
efficient, profit-orlented management. The regulators have been repeatedly 


modified in vain. It has always been necessary to include restrictions which 
motivate the enterprises to only limited reduction of manpower. Ihe tax 

on wage level increases in excess of 9 percent is exorbitantly high. 

The second important element which shapes the mentality of managers is that 
so-called special henefits, usually dependent on ad hoc decisions of superior 
rgans, affect enterprise profits in addition to the regulators. In reality, 
managers who are truly competent would deal with higher organs as little as 
possible; most would preter to spend their time on plant problems, on 

















cultivating domestic and foreign contacts. They would be in accord with the 
principle which sociologist Ferenc Nemes calls the ideal manager mentality: 
"The present system of economic guidance and regulation presupposes an 
internally directed leader characterized by resourcefulness, decisiveness and 
initiative. However, the truth is that most leaders are externally guided 
and are characterized by conformitv, reliance on connections and tact." 


when I recently visited the executive director of an enterprise, he showed me 
a Circular letter from the ministry requiring all directors of enterprises 
npelonging to a certain branch to attend a ministry briefing each Thursday. 
what can a manager do’? He grumbles but appears each week at the appointed 
time. This is because whether or not thev like it, the enterprises are 
regularly forced to make use of the assistance of the superior organs. As 
long 1s recurrent shortages are a feature in the socialist economv, our 
mMinagers must continue to appeal for aid either with their investments or 
rrobdblems relating to supply of basic materials. In fact, intervention from 
rove cannot be dispensed with even in matters of foreign trade. Habits 

me conditioned reflexes and persist even when the help of the authorities 
is f longer needed. 


ius in addition to increasing enterprise profit, managers must continue ¢ 
tlrivate higher contacts it for no other reason than because their personal! 
me depends on the opinion of their superiors. Even if we assume that income 
alone is not the sole determinant of managers’ interests, it is still important 
ind essential that there should be a close relation between enterprise prof it 
md the personal income of the leaders. Managers should prosper in accord 
with their professional performance. 


In the July {issue of VALOSAG, Sandor Erdelvi, who, as chief engineer is an 

active leader, summarizes the opinion held by many as follows: "Quite naturally, 
we habitually came to embody that of Hungarian leadership behavior which 

in be characterized as an attitude of maximum attention and realism towards 
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irrent authority. Unconscfously we mirrored the view that in today Hunyary 
the personal opinion of authorities, the spoken or unspoken valuc judgments 
f mrades are ot excessive, virtually decisive significance {n the consc fous- 


ness of the leaders. I am not speaking of top-level leaders but of the entire 
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what does such a behavioral model lead? Deciston making rises to an ever-hisher 
level. According to some economists, the regulators eftective since 1980 
inevitably and stealthily restore centralization. There can be only one solution: 
ee need a group of leaders, managers who are responsible for production. And 
it this does not happen? Then we must expect what Erdelvi projects in the above- 
quoted article..."There is war in the world todav, merciless, relentless economi: 
war between systems, groups of nations and nations. Unless in the course vo! 
this we clarifv the concept of leadership responsibility, break our self-forped 
shackles of zero responsibility and the chains of the forms through which this 
manifests itself, there {1s at most only one thing to do: join the ranks of the 
defeated yet again. And only one weapon is recognized in this war: production.’ 


’ 


iis i whv the thoughts formulated in 1966 are more than ever pertinent today. 











POLAND 


Warsaw ZYCIE GOSPODARCZE in Polish No l, 24 Jan 82 pp 5, 6, 7, 8 


[ Panel discussion, conducted in the editorial office 9 January on the 
reform in the price system and principles of compensating for the rise 

in the cost of living, including Alfred Banach, deputy director for eco- 
nomic affairs, Pollena-Uroda Plants in Warsaw; Zbigniew Ducin, secretary 
oO. the PZPR plant committee at the engine plant of Ursus Mechanical 

Plants; Krzysztof Gorski, undersecretary of state at the Ministry of Labor, 
Wages, and Social Affairs; Zdzislaw Krasinski, chairman of the State Price 
Commission; Andrzej Nalecz-Jawecki, chairman of the Consumers' Federation; 
Teresa Palaszewska-Reindl, director of the Institute of Domestic Trade and 
Services; Jerzy °asilewicz, secretary of the main board of the Union of 
Socialist Polish Youth; Kazimierz Rusinek, deputy chairman of the Main 
Statistical Office, Sylwester Zintala, secretary of the PZPR plant commit- 
tee at the Zelmct Plants in Warsaw, and Jan Glowezyk and Janusz Otaszew- 
ski representing the editors: "Price Reform -- Necessity and Uncertainties," 
compiled for publication by Janusz Ostaszewski] 





[Text] [Question] Discussing tne price reform today we must take into con- 
sideration the new conditions of social reception of this need to conduct 
toe operation. First, the change in retail prices foodstuffs does not mean 
that they will not still be rationed. Second, there is no hope of quickly 
improving the market situation, although the price reform will be of some 
help. Third, the rise in tood prices will be concurrent with changes in 
the prices on manufactured goods as the regult of the new principles for 
setting them and the new wholesale prices. It is not yet clear just how 
high these prices are, and the method of compensating for the resulting 
rise in the cost of living has not yet been established. An important ele- 
ment in determining the situation is the fact that this year the popula- 
tion's income will not rise as quickly as last year. Created national in- 
come has declined, so that there is not much to divide. Although one might 
say that last year's increases were "anticipated compensation,” in the mind 
ot the society that is not tie way it is, after all. Certain social groups 
felt keenly the influence which the new prices on alcohol, tobacco, and 
gasoline had on the cost ot living. All this together will make it very 
difficult for the price reform to gain tne necessary understanding and ac- 
ceptance of the need for it. Let us add to this the fact that the scale 











and scope of the proposed rationing is shocking, attracting a greac deal 
of attention away from the immanent main element of the price reform, 
the systems for compensating for its effects. 


[Z. Krasinski] The complexity of the problem is truly enormous. Let us 
recall that the 1970 increase in food prices was to amount to ll percent, 

and that of 1976, 38 percent, but both of them evoked decided social pro- 
test. The increase currently being proposed is really tremendous in com- 
parison to the other ones, but it is unfortunately also essential, if our 
economy is to be restored to health, and we all are to benefit from it, 

even though now we must bear the costs. We can no longer put off this opera- 


tion. 


{K. Gorski] I must admit that I would like to defer it, like most of the 
employees, thinking about my own budget. On the other hand, as an economist, 
I know that it is high time to do it. In my opinion these are the arguments 
calling tor such decisive rationing: 


First, money has lost its role as a real instrument in commodity exchange 
between town and country. It is hard to be surprised that farmers do not 
want to sell hogs or potatoes at full value on the zloty in exchange for 
zlotys which have lost part of their value. If things continue, farm produc- 
tion will die out more and more. 


Second, money has lost its incentive function. People value their free time 
more highly than work, even work which is more profitable, because they can- 
not buy anything. The restoration of money's incentive capacity is a condi- 
tion to getting contri over the crisis. 


Third, without flexible price-setting principles and the mantenance of rigid 
prices, the reformed economic-financing mechanism could not function properly. 
The price reform creates the chance that part, at least, of the enterprises 
will gain socially desirable production from the resources at hand which is 
finally profitable. We cannot go on with a situation in which a tractor 
part has an official price of 25 zlotys, while the producer's prime cost is 
150 zlotys and the farmer is buying it for 300 zlotys, because he needs it 
so much, but nobody ‘inds it profitable to produce it under such conditions. 


| Guestion] Nonetheless, given the large scale and sphere of the pricing 
operation, it is probably possible to consider whether it should be intro- 
duced all at once or in stages. 


[K. Gorski] I am for a single solution, because the whole remedy has been 
delayed from the viewpoint of the functioning of the economy, and the various 
stages would have to follow one another in short order, and this would not 
fail to impact the technique and effectiveness of compensation payments, and 
this aspect is important. After all, it is necessary to make the calcula- 
tions and pay out money to 28 million people. I also think that given the 
large scope of the changes there is greater probability of proper compensa- 














tion for tamily shopping baskets which have very great structural differences, 
although I realize that compensation which would be entirely satisfactory to 
everyone would have to increase the mean rise in the cost of living by 30-50 
percent after the price change. This is not possible. After all, it is our 
aim to use the reform to obtain "good money,” which will be covered by goods 
available on the market. Since we cannot achieve it by increasing production, 
we must raise prices anc compensate for the increase ina ratio of at least 
LOU for 100 for those groups in the most difficult situation and, to some ex- 
tent, tor those situated at the moderate level. This is a painful step tor 
many social groups, but it opens up brighter prospectives. 

[Z. Ducin] Workers in my plant are critical of the scale of the increases, 
Dut they are in agreement with a one-shot increase, because if something 
nas to be very paintul tor me, let the pain strike just once. 


[Question] There is a certain contradiction in this. To do it once after 
all means to do it on just such a scale which is being questioned but is, 
untortunately, irrevocable. The gradual introduction of the increases 
reduces the scale and should theretore favor acceptance. How do you recocile 


tnese twe views 


[Z. Ducin}] I agree that it is not too logical, but I am giving here the 
views of our workers, and that is the way they are. 


[A. Banach] In talking about a one-step or multiphased implementation of 
the price retorm, we must also take into account the supply situation in 
the country. The enterprises are building prices on the basis of antici- 


pated costs. If we are forced to reduce production for supply shortages, 
these costs will turn out to be different from those for planned production. 


From the plant's point of view, then, the reform should be introduced all at 
nce, because this will make it possible to determine the effects of the 
price change and also to dratt all at once a suitable incentive system for 
wages taking into account the mpensation tor various professional groups, 


especially that tor emplovees wit! good skills. 


Compensatira, the Most Important Problem 
\¢ tion} Com; Satic , which from the social point of view is the most 
important part of the price operation in its broad reception, is somehow 
a secondar level, whi is symptomatic, but in assessing the price re- 
rm proposals, atter all, it cannot be overlooked. 
[Z. Rusinek Betore we talk about the principles of price compensation, 
pernaps it would be useiul to present the following facts: 


In January 1980 the mean wage in the soctalized economy, as I recall, 
imounted to 5,2! zlotys. vy January 1981 it had already reached 6, 300 
ziotys, and by December 1981] it had reached a level of 9,000 zlotys (the 
ated, owing to the fact that it is the end 
ot the year and various leftover payments are made). Therefore, between 
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December mean is somewhat int 
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last January and last Dece« er Wakes increase DY nearly one-thirc, and 


the monthly average wage in terms of the vear 1981 amounted to about 7,250 
zlotvs, and this was an increase of 25 percent. This sudden increase, 
often forced, alon i simultanecus decline in production, labor produc- 
tivity, a supplv of market goods, was re nsible tor what happened and 


roduced « tec? imimicai ¢f tne egcais n whose behalf it was forced. 
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The only argument for equal compensation for children could be the point 
that this is a component of the family allowance, which is differentiated, 
so that in granting equal compensation we retain the principle of some 
degression. Nevertheless, 68 percent of those polled favo ed differentiated 


compensation. 


{S. Zintala] I would like here to make a statement against some rather 
risky generalizations made in the press and on television that the whole 
society understands the necessity of making certain price changes and not 
thers. It is not like this at all. A substantial proportion of the 
society is interested only in how much they have in their pockets, not 
having the foggiest notion of the whole complicated system of economic 
relationships overall. I do not like such generalizations at all, especial- 
ly when there were recent slogans that the whole society has been categori- 
cally demanding sometiiing. Therefore, we can talk only about a part of 
the society, and even tien with the reservation that not everyone who sees 
the need for raisire prices agrees with the scope of price rises being pro- 
posed. What is being questioned is not only the size of the increases but 
also the system otf mpensation. 
The proposed rise is associated with the fact that tor several years there 
ve been systematic jumps in prices on not only foodstufits but also other 


products which we normally buy, so that the wage increases are immediate'y 
leveled. The intlation gap, which people talk so much about, is not in 
the workers’ pockets. On the scale of the country it undoubtedly exists, 
ut workers do not own it and are very malicious in the commentaries. 
In the slant at ave See! PiSCUSSINg wiich employee groups will bear the 
brunt of the increases. In our place it is calculated that those of average 
wages will get it in the nece, that is, skilled workers too, those who have 
earned their qualifications and rank through many years of work. They feel 
he price changes most keenly w do not earn the most or the least, the 
la r correctl g the es whom the compensation system protects. 
This whoie matter still haS too manv unclear areas which give rise to 
arious sorts of assumpcions. The leaflet, for example, talks about making 
for the rise in the st of living through a rise in wages, but after all 
this increase will depend on the lant's situation, on whether or not it 


in afford to grant empiovyees a rise in wages. And these increases wil! 


t include ¢! itire workforce either, just certain groups. 
[ sense f ¢t Imcot workforce does not coincide with the poll results 
levized « er g compensation in accordance with variant C, that is, 
tf degress' according to the level of earnings. This vartant is 


z 
sidered very impronver, along with variant A, which would also grant 
mpensa@tion ¢ the groups with the highest wages. People also say that 





the moensation for heating el should be awarded per apartment or dwelling, 











[| 4. Krasinski] Despite everything, we have to say openly to workers: You 
are dynamic, full of initiative. You work hard, and that is why you earn 
well, but during the present time, when production has dropped by 30 per- 
cent in relation to that of 2 years back, now that we are in the worst per- 
iod of our entire postwar history, you are going to have to make sacrifices 
for a period of a year or two on bdehalr of the entire society. This applies 
not only to workers, but they are currently in the group of the people with 
the highest earnings and account for the largest share of that group. 


Vocationally dynamic groups can manage a new situation in a year, according 
to the experience of both our country and others, because if the enterprises 
tind themselves in a better situation, they will reward better work. It is 
in their own interest to see to it that those upon whom the existence and 
development of the pliant depend are paid better. 


{2. Ducin] In our own political sense, we must and do say at Ursus that 
tne cost and social dedication are necessary. We cannot come out with 
Statements which are too scholarly and incoherent, because this does not 
say anything to either the group of activists or to the workforce. Hence, 
unless we call right away on the dedication of the working class, although 
at the present time this is so extremely unpopular that people grind their 
teeth in front of us, unless we tell them that it is necessary to help the 
State, then nothing will come of it, even if the protessor issues one more 
pamphlet and appears on television ten times. I would like to take this 
Opportunity, as an old Ursus man, to apologize to Prot Krasinski for the 
unpleasantness he experienced during a stay at our place not too long ago, 
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although I myself have a number of bones to pick with him. 


I have held a series of meetings with workers in our plant, and 1 think 
that this increase may be very difficult. There is a clearly growing and 
noticeable paralysis of fear, a lack of faith in the effectiveness of the 
undertaking. At many points this degenerates into extreme anger. That is 
tne truth. 


I do not deny this macroeconomic scale, but we cannot, do not want to, and 
must not talk like that with the workers. This is because of the overall 
rather low level of knowledge of all those economic mechanisms, and in our 
place, at Ursus, also the poisonous propaganda which was spread against 
the reform by the gentlemen from "Solidarity" and which -- let us not hide 
it -- is still being waged by the second, third, and fourth set. 


People are saying clearly: We do not see absolutely any timeframe in which 
we will make any improvement; on the contrary, we see a long period of 
several years or more in which there will be no stability in the standard 
of living of our tamilies. 


A few words on incentives. In my plant, in the engine test house, an 
engine test bed worker earns up to 15,000. zlotys. We want to turn out a 
lot of engines. How is the administration to provide «ii incentive for 
people to turn out more, when money does not interest them? The worker 














there will be very severely impacted by the price reform, because as an 
employee he will not receive any compensation at all, not even a minimal 
amount. 


I should also like to emphasize this point: Please do not talk about any 
inflation gap with respect to the working class. It is not in our place. 
In the factories you must not talk about it. 


[Z. Krasinski] In talking about the inflation gap, I often use this com- 
parison. If each of us has an average of 1,500 zlotys in our pocket, and 

Il assume that this worker in the engine test house has just such a sum 
with his earnings each month and can take it out of the envelope and spend 
it right away, then if we multiply this by all the people working in the 
country, we will get an approximation of the value of this unfortunate gap. 


[Z. Gorski] In my opinion the tragic part of the situaticn is the fact 

that the gap is reality, money without goods to cover it too. After all, 

it is sufficient to compare the rise in income with the decline in produc- 
tion, but I too, as a conswner, prefer to have 5,000 inflated zlotys in 

my pocket than to nave 5,000 tewer intlated zlotys. I will take them to 

the peasant market and buy two Hungarian salamis. This is therefore more 
advantageous to me, and I understand that from the viewpoint of the interest 
ct the individual it is not easy to give up this inflated money. 


On the other hand, the society must unfortunately make a sacrifice here, 
and we have to say so clearly despite everything. Hence, we have to make 
the best possible use of the time lett remaining to us to find the way to 
compensate tor those losses, a way which on the one hand would be the most 
acceptable and on the other hand, technically teasible. This is by no 
means a Sidelines issue. The payments must be made efficiently. Nobody 
can explain to a pensioner the delays which may make his existence impos- 
sible. The technical aspects of the operation may as a consequence deter- 
mine its success. This must be taken into account in selecting the variant 
of compensation to be used. It should be as simple as possible. Even the 
more or less logical proposal of making the compensation dependent on the 
level of earnings creates a problem as to what should be included and what 
should be excluded in determining the amount of earnings. We have decided 
not to include overtime or pay for free Saturdays. 


‘ . 


What are we to do about somebody whose earnings increase or decrease in 


the meantime. 


These are just two examples of the inherent problems. From the viewpoint 

of the technical aspects of the whole operation I would take a decisive 
Stand in favor oi equal, unitorm compensation for everyone, but we cannot 

go along with such a coucept, because public opinion is against it and there 
must be preferential treatment for the groups with the lowest earnings. 

But all this must be relatively simple for it to be effectively implemented. 
For example, with 5 million people to serve, Z2US will pay out compensation 


3 months in advance. 

















{|J. Rasilewicz}]) We are in the midst of broad discussion and consultation 
under the auspices of the Union ot Socialist Youth (ZSMP). There is a 
general understanding there of the need for a joint view of the problem 

of economic reform and price reform, but we are also noticing many dangers. 


Whom will this operation strike the hardest? Young people feel that it 

will be themselves, who are entering life and are forced to set up families, 
and old people, that is, large groups of the most modest means who, from 

tne viewpoint or the ideals by which the socialist state is guided, should 

be most carefully protected, the former, so that their characters will not 

be warped and so that they will not go out on the street in the future, and 
the latter, so that they will have the peaceful old age they deserve without 
worrving about their existence, because they have worked hard all their lives. 


Young people talk about the need to tie the price reform to a reform of the 
wage system. Today the effects of work are not related to the level of 
remuneration, and the voung, skilled worker feels that he is not being paid 
in keeping with the contribution he is making to the overall national pot. 


The system of compensation is not giving rise to as much emotion as the 
uncertainty about whether the state will create a safety net for young fami- 
lies in the form of credit policy or a certain market basket of products 
will be related to receiving the first apartment in their life, or to start- 
ing a family, whether the state will stimulate production to create a 
children's and young people's market and a market for older people, that is, 
a market not of luxury goods but ot those which are a condition to the basis 
of existence; whether tree prices will not become arbitrary and whether 
waste will not be calculated into them, along with poor management and ad- 
ministrative overgrowth. 


[A. Nalecz-Jawecki] In connection with price hikes and regulation, the 
Consumers’ Federation is calling fo. the introduction of a strict control 
ot the quality ot goods and services. The goods must be of good quality 
and worthy the prices on them. Commodities will no longer by subsidized 
by the state, and the producer will not add a supplement to them to make 
for them. Therefore, the consumer will have the full right to demand 
at they are good. This will be a sort cf compensation to which he will 
be fully entitled, and the federation will help him get it. 


We think that the price must be lowered, if suostitutes which reduce the 
utilitarian value of the product are used in production, if poor production 
quality is found, or if the design or aesthetical qualities are inferior. 
In this connection the trade ministry should adapt and upgrade the system 

of stamps very quickly. Commerce should also reach agreement with suppliers 
on the expansion of the range of product grades and classes. 


[he efforts of the Consumers' Federation -- this applies both to monitoring 
prices and watching quality -- as a group of people "from outside" will be 
relatively small, unless they coincide with the activity of the workforce 
of the production and commercial firms. The employees of these firms must 








finally understand that th 
at their activity solely a 


too are consumers. They must stop looking 
producers interested in quantity and profits. 
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I am convinced tnat the sudden great freedom the enterprises have in setting 
prices, however, will be used by many of them for speculation masked by dis- 
honest calculations, the calculation of the costs of wastefulness into the 
costs of production, the intlation of costs to cover lack of thrift or part 
of development (such as the modernization of fixed assets), and so on. 


Both the rise in prices and the etforts at order performed during the state 
of war should be an opportunity and occasion to put elementary matters on 

the market in order. The rollowing suppliers’ obligations should be required 
at once: the marking of the product with the date of its production and the 
latest date it will be fit for consumption, the clear designation of exactly 
who produced a given item, the inclusion of clear instructions tor use, the 


provision of guarantee ind complaint provisions for the consumer, and so on. 


[K. Gorski] I wish tc say a few more words about the way compensation will 

be made for the rise in the cost of living and for free prices. Such a metho- 
dology was ready back in December of 1980. In January 1981 we sent it for 
appraisal to all tne trade unions, to no avail. By December we had not re- 
ceived any official positions. 


It boils down tc the notion that a market basket of standard goods will be 
examined, and after a quarter or two wages, pensions, and other benefits 
will be corrected according to the rise in its cost. The defect of such a 
method under the conditions otf a rapid increase in prices is the fact that 
the movement otf iree prices in January, February, and March may be compen- 
sated for in May otf that year, tor example. For this reason consideration 
is being given to the possibility of anticipatory compensation in advance 
for those groups of the population which earn the least, with a correction 
made later tor the advance payment. Of course, this would apply to the 
Standard market basket ot manufactured goods and would consist of frequently 
bought items. It would not apply to luxury items o¢ those purchased less 
often, like washing machines, retrigerators, television sets, and the like. 


Price Elemeat Barriers 


[ Guestion] we have already passed into another area of matters related to 
the compensaticn tor the rise in the cost of living, the realm of prices on 
manufactured goods. How will they be set, and what wil! protect the citizen 
from -- let us also take this into account -- the possibility of a wage of 
price booms’ 


Om 


[ 2. Krasinski There are otticial prices tor 35 percent of all comanodity 
lude footstuffs, except for marketplace prices and 
some minor assortments ot food items, basic items for children and young- 
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sters, gasoline, tobacco, and alcohol. 








Regulated prices -- 15 percent of turnovers -- are set according to strict 
rules for calculating the costs of production and standard profit. 


The standard prices -- 50 percent of turnovers -- will be based on agreements 
between producers working in cooperation [coproducers] and between a producer 
and commerce, taking into account the conditions of supply and demand. 


The scope ot standard prices is very broad. We are starting with the sphere 
which the Hungarians achieved after their economic reform had been ftunctioning 
15 years. Can and should we use strict care in overseeing the process by 
which they are set. 


During the initial period they will undcubtedly tend to the level ot equili- 
Drium prices, and they will hence be higher, even considerably so, than regu- 
lated prices, but we nave a tremendous inflation gap, which Fas aiso been 
accumulated by the highest earning groups. It is to be supposed that they 
will reach tor goods with new prices and that at least part of the gap will 
be eliminated. Given the assumption that after the initial period the demand 
will drop, prices will have to come down, and then the goods will become 
available to others. I am aware that this is a theoretical assumption which 
is open to discussion, but it creates the opportunity of having the state 
budget take up part of the gap. 





Will these prices be so very hign? I know that the enterprises are very 
much afraid of excessively high prices and are making careful calculations. 
If they go right away to equilibrium prices, which will be very high, be- 
cause they have to include the costs following from partial employment and 
exploitation of capacity, from the overgrowth of administration and the 
waste which exists generally in various forms, then given the limited demand 
and the accumulation of reserves, they will have to reduce these prices 
quickly, which will have an impact on the level of profits and the funds 
coming from them. Therefore, on the other hand, they will also be forced 
for probably the first time in our postwar history to dip into reserves in 
order to reduce the costs. If the price runs into a demand barrier, then 
they really will have finally to think about the effectiveness of their 
management. Therefore economic thinking and theory will begin to operate, 
and this will provide us ali with clearer perspectives, although the onset 
may produce a shock i: terms ot how high the prices in which we come into 
contact are. These are all consequences of the functioning of the market 
mechanism, to which we must become accustomed and, unfortunately tor which 
we must pay in order for the economy to be restored to health. I would 
theretore be against any sort of severe interference in this price-setting 
process. 


But it is not just the producers’ restraint and moderation which will 

protect us from boon prices. The Council of Ministers has been given the 
ight to intervene -- this includes freezing prices -- if this process 

is too sudden. Therefore, the consumer is by no means completely helpless 

in the pricing game of the producers, and the state can protect his inter- 

ests. 











[K. Gorski] Insofar as the limiting influence of demand barriers are 
concerned, experience up until now does not incline us to optimism. The 
research we conducted in small manufacturing, where free prices have been 
in use for some time does not confirm Prof Krasinski's expectations. We 
do not see there either a rise in production or a drop in employment, only 
a rise in prices, which proves that the demand barrier under our conditions 
is difficult to fathom. 


On the other hand, however, there are elements which incline us to careful 
optimism and which speak in tavor of Prof Krasinski's hypothesis. 


The demand barrier may appear rather quickly as the result of the tact that 
the population has known for a long time about the impossibility of preven- 
ting the increases and tor this reason, acting after all ina very rational 
way trom the individua! point of view, has stocked up on many items: several 
television sets, reserve supplies of clothing, shoes, and so on. Atter the 
increase they will hold out and not make any purchases, which fact which 

nave an impact on demand and force the producer, even without the competi- 
Lion of cheap imported goods, to reduce prices but also to expand production, 
and this will be economic necessity stemming from the mechanism of =he eco- 
omic reform, and not administrative requirement. 


| J. Rasilewicz] It is rather difficult to believe in these price reductions, 
inasmuch as we have been brought up under conditions where the producer and 
not the consumer dominates the market. W2 do not know what competition is. 
We have a market monopolized by "sole producers," who will still have parti- 
cularly tavorable conditions tor driving up prices, giving no care to waste, 
pureaucracy, or organization and management. The buyer of many such products 
especially those coproduced, will not associate their prices with a concrete 
producer, and of course the state will bear the responsibility, because that 
is the easiest. 


ant like our Zelmot, tor example, which 
iS a menopoly in the automotive industry, to reduce prices on distributors 
r automobile retlectors? If it wants to produce cars, FSO, the automobile 
tactory, has to buy tnem, and it it does not buy them, production comes to 


| J. Rasilewicz] I see a conflict in the reasoning of Prof Krasinski and 


Minister Gorski. Let those who cannot aftord it wait to buy things until 
e ric iv them, demand drops, and the product becomes cheaper. How long 
are the poorer people going to have to wait, and will they be able to wait? 
I do not know {tf a young mother will be able to extend her pregnancy by a 
few montis { rder to be able to buy a sleeper or stroller. It may take 


rail the longer it the rich, as Minister Gorski said, have such reserves, 


after all, and are in ao nurry at all to replace them at the higher prices. 
And then what. 
[This is exactly tue thinking of the people standing in the workshops, and 


instead ot working they are worrying about what things will be like in the 














shop tomorrow and about whether they will be able to buy what they absolutely 
have to have with the money they earn. 


I also have reservations about whether the information about the projected 
price operation is true. There is talk about the shocking new prices on 
pate and grits or the astronomical price on a color television set, but 
there is no information about how the price calculations look i: concrete 
enterprises, in relation to concrete items. I do not believe that the 
enterprises are afraid of high prices either. 


[A. Banach] Free prices cannot be voluntaristic prices. In setting them 
in the plants we must take the long-range prospects into account. You 
cannot jump the prices way up and then later reduce them. Trade has a 
very important role to play in setting the level of tree prices, and it 
sould discuss these prices with the producers. It is a question of becom- 
ing tamiliar with supply and demand. The producers do not have this know- 
ledge, but I am afraid that commerce does not have it either. In the set- 
ting of tree prices, trade organizations should play an important part. 


Plant management here must have more in view than merely their own interest 
or the public interest. 


I think that with free prices an incentive wage system must be in operation. 
This must be a svstem which helps to lower production costs. The enterprise 
must have freedom in using the payroll fund. It must feel completely inde- 
pendent and be a responsible manager, operating within the framework of 
general principles. 





[K. Gorski] The 1982 enterprise operation principles state clearly that 
the enterprises are completely free in their choice of system and forms of 
employee remuneration. The ministry is making preparations for a major wage 
reform in 1983, but it will not be based on the traditional system of wage 
regulation. We are planning to introduce new general schedules and rate 
tables, with broad spans, and the enterprise will retain great freedom in 
regulating wages. We are not going to prejudge anything, and our referees 
are not going to make decisions for anyone. On the other hand, we will give 
advice and assistance. 


[Z. Krasinski] The price law provides for the creation of a body indepen- 
dent of the State Price Commission, a social price commission, one-fourth 

of whose membership is to be made up of trade union representatives, the 
Consumers’ Federation, independent scientists and specialists from the 
State Price Commission, advisers. This body will serve to perform advisory- 
monitoi ~2 vctions in setting official and regulated prices. 


But here we are talking above all about the need for price changes. We 
are anticipating the negative effects and we are somehow afraid to talk 
about the long-range prospects, about its positive effects. What will 
they be like? 








Above all, a good market. 1 am convinced that making production protitable 
will expand the assortment of market goods and its range of quality grades 

as a result. In the not-too-distant future there is the chance that the 
store shelves will fill up, although we have actually already gotten out ot 
the habit of seeing them tull. Finally, the new economic mechanism, inc lud- 
ing the market mechanism, will also create better conditions for the func- 
tioning of trade. Along with free prices there will also be freely set 
profit margins, conventional ones established between trade and the producer. 
There is therefore the chance that new goods will be brought onto the market 
and that there will be a great rotation of goods. 


There is the opportunity to brea’ through the tnonopoly which certain trade 
enterprises have. By providing higher profit margins -- let us remember 
that in our country trade is very underdeveloped even in comparison to our 
neighbors -- we will allow trade to be very profitable, and this should 
provide encouragement ‘or other partners besides those we have had in the 
past. 


We are also talking about the absence of competition among producers. Let 

us remember that there are areas, the food and agriculture industry and 

light industry, for example, where there are many different plants, and the 
new conditions will further mutual competition among them. Basically, the 
production monopoly exists in a rather narrow range of products, those which 
are called “durable goods." We have 30 plants which produce furniture, 

a dozen and some which turn out footwear, and this too represents some sort 
of competition. But where there is a monopoly, the price law provides that 
if such a monopolist wants to hike the price on his products the price 
administration can change the free price into a regulated price with all 
the consequences resulting therefrom. Therefore, the monopolist must be very 
careful not to wind up in such a situation, to avoid facing its consequences. 


Now about the legibility ot the price-setting princivles. Now there are four 
directives prepared for tne price law. They are very precise in the infor- 
mation they give about the way various categories of prices should be set. 
[hey should be popularized, so that everyone becomes familiar with them and 
can see that they have nothing to do with voluntarism. 


Social Policy 


en hole job now boils down to selecting the most suit- 
air system of compensation and to becoming as well prepared as 
possible tor this operation on the technical side and not lose anybody, 
although we are aware that on such a scale there are bound to be instances 
which are not taken care of and that there is no possibility of choosing 
an ideal variant which will meet all the requirements. The issue is still 
open to discussion, but it must be emphasized that while it is assumed 
hat generally speaking in relation to food there will be full compensa- 
tion tor the market basket ot products, compensa‘ion for the rise in’ the 
cost of living resulting from free prices could be accomplished -- time is 


ry 
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able and ¢ 
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needed. It is necessary to become familiar with the movement of prices 
and to count up everything. The calculated compensation for those of most 
modest means comes into play. 


It is not possible to find an ideal solution for the situation of each 
family individually. Therefore it is a question of seeing that social ser- 
vices operate as efficiently as possible in the plants, but we must not 
exclude the notion that some social groups might find themselves in a situ- 
ation which had not been anticipated. Do we have some sort of safeguard 
here? If something like this happened, is there some possibility of making 
some correcting, with some delay, of course, after the analyses? 


[K. Gorski] Yes, you could say that. In reserve we have the possibility 

ot increasing cash social benefits. For example, it is possible to consider 
extending paid maternity leave, raising minimum pensions and annuities, 
additional benefits in the form of allowances, doing something in the realm 
of the plant social fund. We are considering the matter of creating a spec- 
ial social fund for rural areas, a fund which would equal possible extreme 
cases which might occur and even them out. The people without jobs will be 
covered by the vocational activation fund, and here the employment admini- 
strations will pay for compensation. 


[J. Rasilewicz] Many stratified contraditions cannot be resolved, unless 
there is a clear perspective of what awaits us and unless the principles 
which injure the economy and demoralize the society are done away with once 
and for all. 


A 30-year old worker today, for example, reaches the top step on the wage 
scale and faces the anticipated prices. He has reached his maximum. Now 
what? 


The cardinal issue is the wages systems and the restoration of incentive 
features to them. Full information is needed on the principles of social 
policy. Meanwhile, there is the hope that this increase will not be treated 
as a move devised by economists which is intended to strike at society but 
one which is to create normal living conditions. 


One other comment comes up here, related to the focus of state programs. 

I think that they should be aimed at the younger generation, the group which 
is the largest, in the greatest need, and the most necessary for carrying 
out any program. 


[T. Palaszewska-Reindl] There is no doubt that the sensitivity of the whole 
enterprise will be tremendous, as has been expressed in the discussion. 

This is first of all because all this is happening under conditions of tre- 
mendous uncertainty applied to a very great many areas of our life. All 
effort must be directed to reducing this degree of uncertainty concerning 
the principles of the functioning of the economy and the operation of the 

















social system, but there are three special issues: the principle of price- 
setting, the market situation and its outlook, and the directions of social 
guarantees. 


Price-setting principles give rise to many doubts, according to all the 
research we have done. The examples presented in the pamphlet for making 
the calculations try to resolve them, but I think they include a great 
deal of uncertainty as to the operation of the wholesale price system, so 
this has to be completely explained. 


The next issue is the market outlook and the conditions of the market situ- 
ation. It is very bad, and we all know it. Therefore should we not limit 
protective action to what has been called the protected sphere and clearly 
define the products and components of the population's expenditures which 
must be protected with particular care and where the price rise must be 
decidedly lessened? 





At the institution we attempted to specify supply standards with respect to 
the nutrition needs of adults and children. It would perhaps be worthwhile 
on the basis of it to structure the realm of protection. To use social 
minima as a basis has a negative social impact and evokes a natural reflex 
of denial. Usually such a minimum, after all, does not coincide with the 
individual sense of consumers. This is what happens in the case of the 
data presented in the pamphlet, where the indices given for the consumption 
ot various products give rise to doubts. This is the reason for my conc lu- 
Sion: the turther concretization of the outlook for social protection and 

a program for getting away from the strict rationing of products could 
reduce the uncertainty which generally prevails. We intend to conduct fur- 
ther research consistently on households’ reactions to the price changes. 


It is not enough to propose even the fairest possible compensation. A prog- 
ram must be announced, a tixed mechanism to compensate for the current rise 

in the cost of living. This has already been discussed many times. Minister 
Gorski talked about prepared proposals. 


There is a need to otter a clear social action program concurrent 
with the price reform. Otherwise the price reform will come as just one 
more bookkeeping measure which will not restore market balance, will not 


bolster incentive, and as has been said here will not be related to the 
principle of pay for work. If these issues are not fully explained, 
( 


we ld ardly be surprised that people are upset. 
I would also like to mention here the results of family budget research, 
especially the research on the simulated effects of the price increases, 


as conducted by Docent Dr habilitowany B. Gorecki. This research shows 
that in anticipating the increase in the cost of living if we use data 
from the recent period we may find a low rate of compensation for expendi- 
tures, particularly tor tamilies of intermediate income and small families 
f two or tnree persons. ‘nfortunately, we have to expect these families 


to bear the brunt of the whole undertaking. It is not enough to talk about 











this. Steps must be taken to reduce this burden. We must win these 
people over as allies of the reform and not put them on che opposition 
-- and there are a very great number of them. 


Should we not also tell ourselves that the Polish child is unique and that 
we want to see that each one has proper conditions? 


I am also for very strongly making a distinction between the stratum of 
social safeguards and that which is of incentive significance. This is a 
chance to say so openly. At any rate, it is worthwhile and necessary to 
do everything to get rid of all these uncertainties which the society is 
feeling and which is making it frightened about the future. 
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Warsaw TRYBUNA LUDU in Polish 11 Jan 82 p3 


[Article by Rvszard Bilski: "The Price and the Cost -- The Reform in the 
Factory, the First Week" | 


[Text] Monday 4 January 1982 


I talked to Antoni Terwinski, a stoker at the Pollena Uroda Cosmetics Fac- 
tory in Warsaw. 


"Today the basic principles of the economic reform go into effect,” he 
savs, “and we are still working in the old wav. The management of the 
work is no better. Waste is not being eliminated. People are thinking 
only about the rise in prices... There are too many bosses. Some of the 
positions are probably there only so that somebody can get paid. 


"I do not understand why the boilers have to get cleaned on overtime, as 

they have for vears. After all, this work could be done during the regu- 
; " 

lar working hours, especially since we have a reserve boiler. 


The tactory management is unavailable. Thev are working on the new prices. 
The next dav I have ar opointment with the director of economi ififairs, 
\lfred Banach. 

"The salesmen will be here at 12. We are going to give hem the new prices 
for the first time. You will see the way they react.” 


Bonitacy Barvlk head of production, speaks: 


"The dally tasks, still mputed in the old prices, amount to 9.2 million 
zlotvs. Unfortunately, todav we did not fulfill the plan. We were nearly 
2million 2zlotyvs short. The inventory of materials interfered with it.” 











Tuesday, 5 January 1982 


The meeting with the salesmen was postponed. It will take place off the 
plant site 
, . 


After all, there are still manv unclear areas. They have to be discussed 
at the ministry. There were many surprises in the drafting of the new 
prices. It turned out that some products not only should not have their 
prices increased but should actuallv have them reduced. For example, 
clover shampoo should drop from 41 zlotvs to 30 zlotys, mint shampoo from 


45 zlotyvs to 37 zlotvs, and nettle-burdock shampoo from 4] zlotyvs to 31 


lotvs. 
‘Can I believe my ears?" I ask. 


hat is right,” A. Banach says. "The prices set during the past few 
vears on novelties -- and this is just what we are talking about -- were 
based on tentative, inflated costs, and there is no reason to hide this 
fact. This is the main cause for the present differences. But there Is 
also another reason. The tax now in effect {2 much lower.” 


vv : . | , P : 

rhe ministry s decision was that the prices on these products should re- 
main at the previous level, which means that there would be neither the 
increase which had heen expected nor the decreases which had not been ex- 


We will have to wait for the decision on the baby ofls, Ono and Jacek | 
Agatka, which with the new tax fat one time there was no tax on these 


products) will rise in price from 45 zlotys to 111 z2lotys and from 27 
zlotvs to 100 glotyvs, respectively. 
Nevertheless, these are extreme unique exaules. On the average wholesale 


prices at the cosmetic factorv will increase by 30 percent (creams by 
10-15 percent, colognes and perfumes by 309-‘0 percent, and liquid laundry 
products by 39-35 percent). Therefore, prices will increase more slowly 
than production sts (which will rise by 45 percent). Costs as a share 
of production value (computed {n old wholesale prices) will reach 93 per- 
cent. In other words, if a plant were to buy raw materials at the new 
prices and sell the goods at the old prices, it would still obtain a bene- 
fit and be at an advantage. Of course the benefit would be very smal] 

and not permit an increase in wages or allowances for other funds. 


The prices presently being set are also subifect to certain errors, although 
these errors are decidedly smaller than thev have been up until now, be- 
cause there are no detailed price lists for raw materials and other mater- 
lals or, ‘what is more, for partly-finished products. For example, we 

} 


Know how much more expensive petroleum is, but we do not how how muc! 


petroleum products will cost. Sefll under discussion {8s which compensa 
tion vartiant should be used. Meanwhile, this must be calculated into the 
st right now. At the cosmetics factory the figure used was 1,500 


iotvs per employee. 
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is a good dav, nearly 10 million zlotys. 
Modlina branch is at a standstill. The 
oroduce cosmetic creams,” the head of 
ed t mmerce. I two major customers, 
torv'’s demands. [hey signed the appro- 
self-financinz conditions these initial 
t to the producer. If the prices had been 
have been reduced or other customers 
If ne customers had been found, there 
ving to reduce production and employment. 
severe. 
igi t so good as vyesterdav. We exceeded 
f thousands of zlotys,” savs the head of 
th a similar period last vear like?” I 
less, but ur deliveries are larger. 

ft items is different, heaner but more 
ve aerosols, but there are shampoos and 
ipnin it the essential meti ind 

ey are withdrawing and actual! us- 

1 the erhaps me to the conclusi 
er d er reflection? Nothing of the rt 
t ymmerce is starting to bargain wit! 
* the retail price on the product packag- 
the producer should do itt. le dos not 

word “price” a blank race will ty 











news the range of regulated 
ics factory is to be greatly 
expanded {according to the initial vrovisions onlv liquid detergents for 
the laundrv, Ono baby oil, ani one grade of shaving cream were to have 
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The head of production savs: “Today we will exceed our targets by about 
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Imperative Need for Change 
Warsaw TRYBUNA LUDU 13 Jan 82 p3 


[Article by Krzysztof Krauss: "The Meaning of an Essential Operation: Con- 
cerning the Draft Price Changes" ] 


{Texi:] The prices changes which have been awaited 
with such uneasiness and fluctuations and have been 
so heatedly discussed -- we are probably all aware 
of this -- will not begin the moment a choice has 
been made as to which of the variants for the regu- 
lation of retail prices on food, heating fuel, and 
energy and the variants of the compensation systems 
will be adopted for implementation. 


The price reform began 2 weeks ago, with the introduction, first of all, of 
the new price lists determining the conditions under which as of this 1 Janu- 
ary enterprises will be buying basic raw materials and other materials and, 
secondly, of the new principles (also beginning this 1 January, except for 
smeé!l1 manufacturing, for which the date was 6 months earlier) determining 
who will determine prices in the reformed economy and in what manner. 


Economic Necessity 


The various variants for arranging retail prices on food, heating fuel, and 
energy and the compensation systems which the State Price Commission (PKC) 
presented for discussion -- and the issue has not been resolved yet -- con- 
cern a certain area which is exceptionally important to absolutely all the 
families in Poland without exception, an area which is vital but only part 
‘f the problem encompassing the whole network of changes in the level and 
Structure of prices. In this case we are talking about goods for which the 
state will continue to set prices, owing to their social significance. 


Beginning the first of the year the state is no longer directly setting the 
orices on most goods and services, on the other hand, that is, not for those 
which we find on the market but buy perhaps less frequently, although we 

spend more than half ot family budgets on them. The production enterprises 
and trade organizations will set these themselves, of course with state 
control, using state determined regulations (based on the cost of production), 
but they will be on their own responsibility within the framework of the 
jurisdiction transferred to them. 


it is therefore clear that if as the result of the wholesale price reform 

there is an increase in the costs of production, then this tact cannot 

lp but have an impact on retail prices. 

let us call the thing by its name: we are standing on the threshhold 
rather universal, and let us hope controlled, price increases, which 

is going to have an impact -- it is bound to, after all -- on the level of 











the cost of living in 1982. The state is making various sorts of efforts 
to ease any effects on family budgets which may result from the upward 
motion of prices, and is especially interested in preventing any decline 

in the real value of income from jobs or social benefits in families which 
are living at or below the line of the social minimum. The current condi- 
tion of the economy, oa the other hand, will not pemnit everyone to receive 
full, absolute compensation. Part of them -- and this should be mainly 
those who find themselves in a relatively privileged material situation -- 
will feel the effects of the price operation keenly. 


Since large social groups for some time now and the majority of the society 
for 2 years have been dealing with a deterioration in their material situa- 
tion, why is the economic reform beginning with unpopular actions? We some- 
times hear the argument of the so-called infla.ion gap, which means that 
caly part of the money we receive in the form of wages, benefits, and so 

on is backed by goods and services. The remainder (which is quite a bit, 
Since it amounts to several hundred billion zlotys) is printed paper and 
nothing more. 


When Production Declines 


The inflation gap is a fact, but I consider this argument to be only partly 
true, just as I consider there to be little justification in the rather 
widely disseminated hopes that price increases will suffice for shop shelves 
tull of goods to appear before our eves. When production declines and the 
distributed national income greatly exceeds created income, then wages do 
not remain in any sort of ratio to the effects of labor, the productivity 

ff which decreases, and no nonrecurring pricing operations will solve any- 
thing in the long run. In this way the best that can be done is to “eli- 
"inflation gap." 


minate’ -- and even this is problematic -- the existing 
But this does not stop the inflation machine from running. 


rroduction up and the growing flow of money to the market con- 
tinues with what is to a certain extent predetermined (a rise in Cne lowest 
wages, reform of annuities and pensions, to say nothing about the effects 

of doing away with limits on employment and the payroll fund), then the 
"inflation gap" will almost immediately come back to haunt us, and who knows 
whether its dimensions will not be even greater than they were before. 


The meaning of the price operation, its necessity and economic virtue, con- 
S fact that it is not a goal in and of itself, only an essential 


. ~ + . 
sists a ce 


5 
means of restoring to the economy the ability to develop. This is important 
but it is not the only condition for finally halting the economy's race to 
the bottom, for awakening impulses for real progress in management effective- 
ness, and for encouraging thinking in categories of economic cost effec- 














Rational Accounting 
In keeping with the spirit and letter of the economic reform, which began 
to be implemented as of 1 January, the enterprises have become independent 
and take responsibility tor their own financing. There are no formal 
barriers to their expanding initiative in all areas of their operation, 
without having to think about getting outside approval. What is more, 
verything in the enterprise depends on the income they obtain, 


since e 
they must stir up initiative and earn money in order to be able to stay 
atloat. 


On the other hand, the thing is to expand initiative and seek possibilities 
tor improving their economic situation in such a way as to make progress 
uSing rational economic theory and non irrational. Up until now the enter- 
prises have been ‘“tinding out," because the structure of wholesale prices 

on the goods anc services they had been producing was such that it was 

the most profitable to turn out luxury goods for a relatively small circle 
of consumers, because these products provided the enterprises with the 
greatest profitability, instead of basic goods for the mass market, inas- 
much as these goods brought the enterprise the least profit. It is not 

a question of being ‘tational’ in this way but of being really socially ration- 
al in keeping with the int interest of the plant and the consumer. 


Through the intermediary of the wholesale prices by which they must abide, 
the enterprises also "found out" that labor is expensive, but are energy and 
raw materials halt free’? A ton of coal used to cost the enterprise just 
about the exactly same amount as, for example, in the FRG it costs an 
enterprise there in West German marks. A fraction of the real costs were 
covered by the wholesale prices paid by the enterprise for electric power, 
crude oil, gas, steel, transport services, and just about all basic raw 
materials and other materials. Using this information to determine produc- 
tion costs and what will provide the enterprise with a profit, it is ob- 
vious that on the one hand there was a reluctance to turn out goods which 
are of basic importance to meet social needs and that on the other hand 

it did not pay anybody to be thrifty in the use of scarce raw materials 


, 
and other materials. 


It is no accident that to produce 1,000 dollars of national income we used, 
‘yr example, 1.78 tons of standard fuel, while the figures were .84 tons 

tor the FRG, .77 tons tor France, and we used 210 kilograms of steel, 

while the FRG used 117 kilograms and France, 92 kilograms. We used 225 

lograms of cement, while the FRG used 120 and France i15, and it goes 

on and on like that. 


The principle of the enterprises’ independence and self-financing is an 

pportunity to awaken their activity, for them to mobilize all the untapped 
ingenuity, organizational effectiveness, knowledge, 

and techniques to gradually get out of the cdsis, the reserves which can 
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be brought into the economic machinery and will finally help us -- we hope 
as soon as possible in the greatest possible area -- to have more and more 
social product to share, instead of less and less. 





Difficult but Necessary 


On the other hand, for the enterprises’ intiative to find the proper direc- 
tion for the elements of economic theory which the enterprises will use in 
making production decisions, they must be genuine. Costs must be costs, 
and profits must be profits. This is why, although it is difficult for all] 
of us, we must go through the definitely painful course of making prices 
realistic, beginning with the wholesale prices which the enterprises use 

in making their calculations and clearing accounts with one another to 
the prices at which they sell their production to other enterprises and 
economic organizations and to the retail price which we pay in the shops. 


To put this remedy off until later when things are “better'’ would be to 
cancel the whole reform and bury our chances for things ever to be better. 
There are countries which live in greater prosperity than we do, but there 
are also countries for which what we call misery would be a luxury. Which 
of these models do we want to strive tor? In deciding in favor of steps 
which are often very sensitive and painful for the time being, we are 
opening up prospects, even if perhaps at a slow rate, for a decided path 
oward the former model of prosperity. 
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BRIEFS 


VARTERLY PLAN CHANGES--In Issue No 1, dated 24 January 1982, we published 
information on the subject of the main targets of the draft plan for the first 
juarter of 1982, prepared bv the Planning Commission. We have learned that in 


the course ot further planning work some ot the totals presented have been 
ide more specific. The changes affect the following categories: It is 


estimated that the industrial production rate in the first quarter of the 
irrent vear will reach 89-90 percent, equivalent to a drop in industrial 
production of 10-11 percent; (Table 1) crude oil refining in the first quarter 
will total 3.5 million tons (99 percent); (Table 2) from the overall] outflow 
hard coal, direct consumption for purposes included in operational programs 
ill total 25.6 million tons; (Table 3) the first quarter share of annual 
industrial production will total -3.6 percent, the first quarter share of 
artiticial fertilizer production will reach <1.8 percent, and that of 
phosphate tertilizers, 20.8 percent; (Table 4) it is estimated that livestock 
purchase for slaughter in the first quarter of the current vear will reach 
+32,000 tons (73.8 percent), while the purchase of livestock for slaughter 
for the second quarter of the current vear is forecast at 418,000 tons. At 
the same time the Planning Commission apologizes to our readers for the 
error that crept into the materials provided to the editors. The estimated 
total copper production for the first quarter can reach 80,000 tons, and not 
| YCIE GOSPODARCZE in Polish No 3, 7 Feb 82 p 2] 











YUGOSLAVIA 


ECONOMIST HORVAT'S VIEWS SUMMARIZED, DISPUTED 
Zagreb START in Serbo-Croatian No 337, 19 Dec 81 pp 12-13, 76 
[Article by Slaven Letica: "Dr Horvat's Political Remedy"’] 


[Text] Three prestigious Yugoslav sociopolitical figures have suddenly found 
themselves at the center of the public's interest in recent days: Dr Jakov 
Sirotkovic and Dr Ivo Perisin have brought harsh criticism to bear on the views 
of Dr Branko Horvat presented recently in the Belgrade periodical INTERVJU [IN- 
TERVIEW]. Why has Dr Horvat updated the arguments of the so-called White Book 
dating from 1970, and why do Dr Sirotkovic and Dr Perisin feel that they were 
and have remained politicall unacceptable? 


Once again an interview given by Dr Branko Horvat, professor, has raised a great 
theoretical and political hubbub. (This time it was the interview entitled "Cer- 
tain Propositions Have Been Turned Upside Down," which was originally published 
in the Belgrade periodical INTERVJU and reprinted in the Zagreb IZBOR, No ll, 
1981.) I say "once again" because Horvat's public statements have often in the 
past aroused polemics, criticism and even court injunctions. There are several 
reasons behind this attitude toward his writing and his activity. First of all, 
Branko Horvat is not just "anybody" in economic theory, in economic policy, nor 
indeed as a public figure in general. 


Equally successful as a researcher (of the economic system, of business cycles, 
of development and acyclical policy), as a university professor, as an organizer 
and supervisor of postgraduate study, as a writer (of textbooks, studies and ar- 
ticles), as a research institute director, as the editor of journals and books, 
and so on, and so on, Branko Horvat has always had the great and rare privilege 
(and great responsibility) of being read and listened to with attention as to 
both theory and political implications among professional economists and politi- 
cal circles at home and abroad. Along with all his virtues as a theoretician 
which we have mentioned, he has always had one other rare characteristic as well: 
he has made his views public even when he knew that they had virtually no value 
in day-to-day politics (his reforms, his debates with the nationalistic economic 
conceptions in 1971, and so on, are famous). 


Precisely because Branko Horvat is what he is, I think it is valuable to devote a 
bit of attention to an analysis of his views as expressed in the interview we 
mentioned and the views of his critics. Especially since the authority of those 
critics in both theory and politics is just as great as Horvat's. 











It is sufficient to say, for example, that at the l6th Meeting of the Croatian 

LC Central Committee (held 4-5 November 1981) Dr Jakov Sirotkovic (professor, 
president of the Yugoslav Academy of Sciences and Arts in Zagreb, a prestitious 
scholar and teacher and equally prestigious sociopolitical figure) and Dr Ivo 
Perisin (a professor, scholar and economist who is equally well known) took issue 
with Horvat's views for one to conclude that we are not dealing here with any or- 
dinary spat about theory and politics. This becomes still more obvious when one 
takes into account the fact that the criticism of Horvat's views was already inm- 
plicit in the opening address delivered by Milka Planinc. 


Nevertheless, even the most thoughtful reader of Horvat's interview and of his 
critics will have a hard time getting at the gist of the conflict over theory and 
politics. Let us in any case briefly outline the arguments contained in the in- 
terview and the critical responses to it. 


The Interview 


As far as the interview goes, we shal] dwell on that part of it which has been 
subjected to explicit criticism. Horvat speaks about the "fate" of two books: 
who wrote them, on whose commission (he wrote them both with a group of his col- 
leagues), what purpose were they supposed to serve (practica! political action), 
and why did they not serve that purpose (because they were “expelled from the de- 
bate"). 


The first, the so-called Yellow Book, was prepared in 1961 to meet the needs of 
the federal government. The second, which is referred to the White Book (whose 
title he also gives in full: "Ekonomske funkcife federacije” |Feonomic Functions 
of the Federation]) was prepared for the same client in late 1970. In Horvat's 
judgment, both books were supposed to be of use in two reforms: the first (Yel- 
low) the famous 1965 economic reform, and the second (White) the 1970-1971 reform 
of the Federation. 


In Horvat’s view, the proposals of the Yellow Book were used only partially. He 


goes on to say that only the short-term proposals were used (he says: |... ad- 
justments were made, and in 1963 we had one of the best postwar vears on the ba- 
sis of all economic parameters”), but not the long-range proposals ("... those 


long-range [proposals] which required certain reforms were forgotten"). The fate 
of the White Book, Horvat says, was considerably worse: its proposa’s were not 
only not accepted, but it was not ever debated in public at all ("for reasons 
which have never been officially explained to me, someone prevented the discus- 
sion, so that the document was inderd distributed, but the public discussion con- 
cerning it was never held"). 


The concluding messages of the interview are clear (Horvat suggests them clearly 
in the interview). 


The first is explicitly stated: the economic system is conceptually untenable: 
",.. the self-management system of economic activity in Yugoslavia cannot be sta- 
bilized with the mode of operation which has been devised over the last !10 years. 
That system and the economic policy based on it are conceptually erroneous. We 
need a reform which will correct both the institutions and that economic policy. 
Otherwise we have no reason to expect stabilization. 

















The second, which was implicit, is consistently drawn from the logic of the en- 
tire interview: the proposals of the White and Yellow Books would be (that is, 
were) conceptually appropriate. 


The Critical Responses 


Before making any comment at all, let us look at the critical responses to Hor- 
vat's interview. Sirotkovic's criticism is the most thoroughgoing and explicit 
(he does not speak about "certain views" and "certain theorists,” but about 
Branko Horvat and his views): "A very criticial discussion of the present situa- 
tion is carried on from the positions of that book (the White Book), but actually 
we are talking about a pamphlet which cannot be said to be scientific in nature 
and which is a kind of catechism of statist Keynesianism" (quoted from the au- 
thorized text published in OKO, 26 November 1981, page 10). Sirotkovic explains 
the motivation for his own critical statement by observing that he would not take 
issue with Horvat’s interview "if it were not a question of reviving such views 
even today and indeed even of projecting them as proposals for solving current 
problems, which is the case with the paper entitied ‘The System of Social Plan- 
ning--Status, Problems and Solutions’ (prepared by a consortium of economics in- 
stitutes in September 1981), which was written on commission from and for the 
purposes of the Federal Social Council for the Affairs of the Social System.... 
In his criticism Sirotkovic emphasizes the obvious tie-up between the 1971 White 
Book and the 1981 paper of the economics institutes, thereby broadening his crit- 
icism of Horvat's interview to economic science as practiced by the institutes. 
He says: ‘There is an obvious continuity in the views which I have mentioned in 
connection with the situation from the early sixties, the White Book from the 
early seventies, and this 1981 paper of the consortium of institutes. In a meet- 
ing of the republic councils we were unanimous in the judgment that this was a 
paper proposing solutions from ideologically unacceptable positions, which goes 
back precisely to profit as the driving motivation, which aims at centralistic 
regulation of accumulation and personal incomes as the prerequisite of optimum 
distribution, which treats our system as a planned market system, which identi- 
fies the market with the driving motivation, and which is actually aimed toward 
expanding the market and returning it from a market of goods to a market of man- 
power and capital. 


"One must therefore be both critical and cautious concerning such conceptions, 

which are being passed off as science, just as we must ask what are the grounds 
for nurturing such conceptions in our institutes and for their adoption as the 

basis for examination of our society's current affairs.” 


Dr Ivo Perisin took up exactly the same political and theoretical position in his 
statement in the discussion. In addition, he generalizes his criticism so that 

it embraces all] advocates of theses that call for centralizing and programming 
accumulation (and for programming personal incomes). Perisin also presents the 
thesis that behind these views stand not merely disagreements over theory, but 

. a profound and fateful difference over fundamental social commitments. 

Their points of Jeparture, not their words, originate in another concept--a con- 
cept which srevents setting up the self-managing organization of society, those 
new relations, the new vehicles of social development and the new driving forces.” 











The White Book and the Reform of the Federation 


Now that I have presented the basic views of Horvat, Sirotkovic and Perisin, the 
observation that reading the interview and the critical responses does not help 
very much in understanding the essence of the dispute over theory will be clear 
to the reader. It is for that reason that I thought it worthwhile to substanti- 
ate and comment on the gist of the conflict so that the reader might make a com- 
petent judgment of it. 


So, what did Horvat offer in his (and his collaborators’) Whit. sook? Why was 
what he offered not accepted, and would it--had it been accepted--be better today 
if politics had heeded science, i.e., the White Book, i.e., Branko Horvat and his 
collaborators? 


The White Book, as its real title "Ekonomske funkcije federacije" says, discusses 
definition of a model of "reform of the Federation." Since the topic of the re- 
form of the Federation was the principal subject matter of extensive sociopoliti- 
cal actions (above all of the League of Communists) between 1969 and 1971, it 
seems logical for the Federal Executive Council to seek the opinion of a group of 
economics scientists as to their view of this matter. Certainly, it seems still 
more logical that economic interests (the interests of economic optimality) and 
views should not be the only ones, nor even the most important ones in the self- 
managing democratic procedure of defining the new model of Yugoslav federalisn. 
After all, as is well known, the reform of the Federation was motivated by the 
interests of degovernmentalization--the interests of the League of Communist's 
campaign against the tendencies of administrative centralization and distribution 
of accumulation and the search for an optimum model of regulation of (all) inter- 
ests of the republics and nationalities. So, the interests of class emancipation 
and emancipation of the nationalities (the campaign against state capital, stat- 
ism and bureaucracy) spoke louder against the old "model of the Federation” than 
lid the interests of economic performance. 


m the other hand--altogether in line with its character--the White Book empha- 
sized the interest of economic optimalization of the model of the Federation 
rather than the interests of a general legal and political (social, social-revo- 
lutionary-class) emancipation. 


But even if we leave to one side this broader context of the reform of the Fed- 
eration--which Horvat obviously does not want to take into account--an analysis 
of the content of the White Book and an analysis of the content of the legal and 
constitutional reform of the Federation do not yield grounds for the conclusion 
that the model of the Federation contained in the White Book was more optimal 
even from an economistic viewpoint. We will try to explain this view more pre- 


cisely. 

The economic model of the Federation adopted in the constitution is a very simple 
one: 

First, the Federation has only those economic functions which have been passed 
m to it by general consensus of all the republics and provinces in the constitu- 
tion (the "list™ of those task-functions if contained in Article 28! of the SFRY 


Constitution). 




















Second, the Federation sees to the functioning of the unified Yugoslav market 
(the basic principles of the unified nature of the market are defined in Article 
252 of the constitution). 


Third, the Federation has no rights whatsoever to manage and dispose of the re- 
sources of society in the sphere of expanded reproduction, nor may the Federation 
establish any sort of funds or assume obligations unless it has the consent of 
the constitution or of the assemblies of the republics and provinces. 


Fourth, a fund for the credit financing of the development of the underdeveloped 
republics and provinces has been establisned at the level of the Federation (Ar- 
ticle 258). 


Fitth, the instruments for coordination and regulation of relations in the Fed- 
eration are as follows: tne Social Plan of Yugoslavia, social compacts, and so 
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This economic and political model of the Federation has been adopted by consensus 
of all the republ i: id provinces. The poritical views concerning reform of the 
Federation have been adopted in conceptual terms already at a conference of the 
LCY held in Belgrade from 29 to 31 October 1970 (which indeed was attended by 

Dr Jakov Sirotkovic). The position on abolishing all the original economic func- 
tions of the Federation and especially its role in expanded reproduction has at- 
tained general political legitimacy from the republics and provinces. This needs 
to be emphasized because certain “theorists” like to play around with the view 
that the reform of the Federation is not a consequence of the revolutionary and 
democratic action of the LCY, but a consequence of its opportunism vis-a-vis “na- 
tionalism pressure." Tito presented the case for the reform of the Federation 
back at the Ninth LCY Congress: ‘We are renouncing statism because it has proven 
itself incapable of resolving social contradictions and the problems of effective 
jevelopment and because it is unacceptable from the standpoint of developing hu- 
mane socialist social relations.” 


The White Book was published in December i970, several months af‘er the LCY Con- 
ference had already defined the model of the Federation in political terms. That 
felay could in and of itself have been the reason for "preventing discussion,” as 
Horvat calls it. 


A Battery of Federal Institutions 
Leaving this fact to one side, let us discuss the case on ats merits, i.e., let 


us compare the models of the Federation contained in the White Book and the SFRY 
Constitution. 


Since the last (chronologically) version of the White Book's model is contained 
in the paper which Branko Horvat prepared for the Fourth Congress of the Federa- 
tion of Yugoslav Economists, held from 27 to 29 October 1971, I will analyze that 
model (as published in the journal EKONOMIST, No 3-4, 1971; Branko Horvat: "An 
institutional model of a self-managed socialist economy.” 











In that paper Horvat offers a survey in words and diagrams of all the economic 
functions (and institution) of what are for him the three elementary participants 
in the eccnomic process in our system: (1) the Federation, (2) the republics and 
(3) the enterprises; the fourth participant--the commune--he does not analyze be- 
cause, as he says, he is not sufficiently “familiar” with it. 


For the Federation to successfully perform its three basic (according to Horvat) 
functions in economic development: equalizing economic conditions, achieving 
short-term economic equilibrium and achieving long-term economic equilibrium, it 
must possess a battery of institutions. 


In support of the author we must immediately mention the fact that he defines the 
"Federation" in the introduction in functional terms rather than institutional 
terms. He writes: “"... the Federation is in this context a synonym for adoption 
of unified, that is, central or general social, decisions. But the fact that de- 
cisions are unified does not predetermine the way in which they are adopted, that 
lepending on the political regime and organizational solutions. That manner may 
be autocratic or oligarchic, or it may be democratic and participatory. In par- 
ticular, the Federation, as I define it, is not identical with the federal gov- 
ernment, nor central decisions with bureaucratic arbitrariness...." 


We will present the battery of institutions, i.e., the proposed federal function- 
institutions, by dividing them into three groups; in the first group will be in- 
stitutions which already exist as institutions in the constitutional model of the 
Federation; we will make up a second group with institutions which also exist 
functionally in the constitutional model in a somewhat altered organizational and 
legal-political form; and we will create a third group with the institutions of 
the white Book which do not exist in our constitutional model. 


|. The institutions proposed in the white Book that exist in the constitutional 
model and their functions: 1) the economic secretariat (function: central regu- 
lation of the economic system); 2) national bank (function: direct relation of 
the money market and the system of commercial banks); 3) social accounting ser- 
vice (function: monitoring money flows and legality of business operation); 

4) the first "information factory”--the Federal Bureau of Statistics (function: 


",.. produces information about the past’), 5) the second “information factory -- 
the Federal Bureau for Economic Planning (function: "... produces information 
about the future”); 6) Bureau of Prices (function: specfalized agency for moni- 
toring and controlling prices); and 7) Fund for Underdeveloped Areas (function: 
riding development of the underdeveloped). 

2. Institutions proposed by the White Book which also exist as functton-tasks of 
the Federation in the constitutional model: 1) Directorate for Agricultural Com- 
modities (this fs a “compensation fund" which would guarantee prices and the sup- 
ply of farm products to the market); 2) Directorate for Industrial Raw Materials 
(f.e., “compensation fund" for the same purpose in the case of raw materials), 
and 3) export fund (function: general and financial protection and promotion of 


Al 


exports). 


,, Institutions of the White Book which the constitutional mode] f the Federa- 


tion “did not adopt 
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tv, not solely in the form of a specific federal fund and institution. As 
for the “Council of Economic Advisers,” this should be seen as an interesting 
al, and such a “council” does exist in a way in the torm of the federal] 

ls for the economic system and for economic policy. 


in the White Book and the constitution concerns the existence of the central “in- 


The basic and essential! difference between the economic model] of the Federation 
, 


terventionary investment fund and central regulation of the economic system. 
Even if we set aside what is politically and theoretically impossible to "set 
Je"--the political fact that the funds could no longer coutinue to exist--it 
is difficult to believe that the investment funds--even from the standpoint of 
economism--would ensure any sort of economic optimization of the system. Why: 
Simpl, because in reality centralizing and concentrating accumulation in our con- 
text has never proved to be any sort of problem at all! As a matter of fact, it 
was never easier to built mammoth investment projects than in the period after 
the reform of the Federation. The state (we use the term advisedly) has had no 
roblem at all concentrating funds for investment even when formal law and the 
onstitution state that it had no right whatsoever to do that. Centralization 
was achieved without a bit of trouble by contracting foreign indebtedness, 
through the hyperproduction of money and credit, and through the system of taxes 
ut ntributions. The case has always been that the bank-state mechanism has 
essed 60-70 percent of the funds intended for investment projects, and the 
economic and self-managing mechanism only whatever was left. To de sure, it is 
jifficult to jrdge which system of handling accumulation was worse: the previous 
ne, through funds, which was statist even in formal terms, or the present one, 
nf {s self-managing in formal terms, but is actually stat 


— 


the light of all these circumstances it was necessary to substantiate the 


thesis that the White Book would not bring anything better, not even in economi 
terms; while in political terms its adoption in 1971 would have meant the abso- 
sibility of resolving the litical crisis of that time. That is why 

rvat's suggestion that it is a sin and a shame that the White Book "was not 
bjectively signities an attempt t return the theoretical iscussiort t 
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that return, DdDecauss t the extreme political ensitivity, » Id objective 

ea jiversion of attention from dilemmas as to theory to political dilensaa 
‘ ‘i fF all t roblems and dcilemnas t yn] ne, whatever it might be, 
1 be e the basi f roader re tionist views in the ti theory id 
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